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•  ^„  ^-p  -i-ino  rjiVii-pd  Annual  Kew  England  Institute  of 
The  opening  session  of  the  Third  Annual  i.ew  g^  g      ^  Markets, 
Cooperation  was  called  to_order  by  L  A.  Cooley,  Directo     _^^^^   ^^    , 
Vermont  Department  of  Agriculture   at  1^00  P.  M.,Th^^ ^  virmont . 
1929   in  the  auditorium  of  the  Oity  tiaii  ^u       e 

'a  welcome  was  extended  by  Honorable  E.  H.  Jones,  Commissioner  of 
Agriculture  for  Vermont. 

Association,  Baltimore,  Maryland. 

Mr.  Chairman,  Ladies  and  Gentlemen:  ^   ^^  ^v.^  fhino-s  I 

It  has  been  one  of  my  aims  ^  in  ^^l^^^,fl^l'^f   T^^^    that 
shot^ld,  and  leave  undone  the  things  I  shoulo  not  do.   I  be_^^^  ^^^^_ 

I  am  now  about  to  do  one  of  *-^,^5^^fHolman  called  and  asked  me  if  I 
day,  before  I  left  my  office   Charlie  Holman  caliea     ^^^^    ^^ 
woiid  substitute  for  him  ^^  a  meeting  ol  your      ^^^^^  ^^  Spring- 
eight  o'clock.   I  was  on  the  program  yes tercy      ^^^hout  incon- 
field,  and  found  I  could  come  ^ere  from  Springiiei       ^^^  substl- 
venieAcing^my  plans  too  much   J  J^^^^^^" ' /^^l^^d  do  the  best  I  could, 
tute  for  him,  but  that  -.t  was  ^^'^^^f J^^'  ^   ^^  that  I  was  to  go  on  the 
About  ten  or  fifteen  minutes  ^§°  J^l^^h? 
program  at  this  time  instead  ox  tonight. 

'  Mr.  Holman  told  me  to  talk  on  the  -^^f  ^-f i^.^^f  ^S.^^SllS! 
and  dealers.   I  have  ^o  prepared  paper   and  if  1      Y^^^  ^.^J  ^^^^ 

perhaps  you,  can  "unjumble^  it^  .l^'^.l^l^lToll^ 


not  do.   The  incentive  in  T:ne  «^ij-^  s^'d  many  organizations  have 

sorry   end. 

in  my  experience    in   cooperative   marketing^    I  ^ave    found   the   ^^ 
dealers    tl  be    as  human  as    the    producers         I^^^ey   are    tr.^^   ^^  ^^^ 
would  want   to  be    treated,    they   are   quite  numan^   a   strike,    not  because 

that    in   our  market  wo  have  ^^^^^^^^^.^     bS  because    one    of   our   very 
there  has   not   heen^ample   ground   for    ^t    ^^^Bjoeca   ^^^   ^^^^   ^^^^^^      ^^    ^^ 

old  established   Pr^'^^^P^'^Ln        T?vou  never    say   the   last  word,   you  can 

-^lSl^?i^sl:'^r^^^^:    t^ari^  S^d  language. 

We  had   to  go   through  a   period    of  g^t,tingacqualnted--a   testing 
period.      Wc  would  buck  up   against   and  give   s  ome   pretty  hot: 
?ut  we   always    quit  where  we   could    ^^art   over   the   next   day.      By  ^^^ 
method  we  have   avoided   the   ^^^^^^^^^^^^f  ^^5^e^shonlf  no^  be    advertised 

important   a   factor   as    tnc    dealer    or  we. 
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I  claim  there  are  three  links  in  the  chain  of  the  milk  story: 
(1)  the  producer;  (2)  the  dealer;  (3)  the  consumer.   If  any  of  these 
links  are  broken  or  out  of  focus,  there  follows  disorganized  market 
conditions.   Therefore,  I  feci  that  we,  as  representatives  of  market- 
ing organizations,  should  pay  strict  attention  to  our  relationship 
with  the  people  with  whom  we  do  business. 

I  am  accused  of  being  too  closely  associated  with  our  dealers. 
Some  of  our  critics  say  I  am  in  cahoots  with  them.   I  am--all  the 
time --and  I  want  to  stay  that  way.   One  of  ray  best  friends  is  the 
manager  of  the  largest  dairy  in  cur  city.   V.h.eri  I  have  a  problem  put 
up  to  me,  he  gets  my  ideas.   \¥e  may  not  agree,  and  I  drop  the  subject. 
Maybe  Saturday  afternoon  we  will  have  a  game  of  golf.   Vt'hen  he  gets  in 
a  good  humor  I  say,  "By  the  way,  have  you  thought  over  that  problem?" 
Perhaps  he  will  say,  "I  gu^ss  you  arc  right." 

Last  January  I  felt  the  time  had  come  when  we  should  have  a  reduc- 
tion in  our  cooling  station  charge.   The  dealers  told  me  that  the  nor- 
mal cooling  charge  in  country  plants  was  two  cents  (2^)  per  gallon. 
But  I  figured  we  had  sufficient  volume  in  our  plants  to  cut  down  that 
charge,  so  I  proposed  it  be  cut  one -half  cent  (3!^)  per  gallon.   They 
came  back  with  figures  to  show  it  would  cost  thcin  $80,000  a  year.   I 
said,  "Yes,  but  the  farmer  needs  that  ^|s80,000  worse  than  you.   A  cool- 
ing plant  should  pay  its  way,  but  should  not  be  a  money-maker  for  you. 
I  believe  you  should  be  paid  for  all  the  service  you  render,  but  not 
that  plus  a  big  profit."   This  good  friend  of  mine  and  I  played  a  game 
of  golf  shortly  afterward.   l(\hcn  it  was  over  he  said,  "I  guess  we  will 
make  that  reduction  in  the  cooling  charge."   I  have  had  a  number  of 
problems  like  that,  where  the  actual  cost  in  money  is  concerned.   I 
have  worked  along  slowly  on  them,  and  eventually  got  them  across.   I 
do  not  knav  of  any  place  where  the  cooling  charge  is  less  than  two 
cents  a  gallon.   Is  that  the  normal  cooling  charge  here? 

Dr.  Young:      That  is  about  right. 

Speaker  (continuing) --That  is  what  our  dealers  told  us,  and  v/e  had 
been  paying  that  all  along.   I  only  used  that  as  an  illustration.   If 
you  go  about  things  in  the  right  way,  and  have  the  confidence  of  your 
dealers,  which  I  believe  you  can  get,  you  can  render  your  member  pro- 
ducers a  service  in  dollars  and  cents  that  you  cannot  do  in  any  other 
way.   Therefore,  I  cannot  say  too  much  in  favor  of  the  management  of  a 
bargaining  organization  being  close  to  the  people  with  virhom  it  is 
forced  to  do  business. 

The  milk  business  is  different  from  other  business  organizations. 
Wo  have  365  days  in  which  to  pr-^duce  and  sell  our  crop.   We  are  be- 
tween the  producer  and  the  buyer.   Tlie  producers  say  their  milk  is  all 
right;  the  dealers  condemn  it.   What  are  you  going  to  do  about  it?   Of 
course,  you  will  be  a  much  nicer  fellow  if  you  say  to  the  dealers, 
"That  milk  is  all  riglit,  and  you  must  take  it."   But  we  have  an  in- 
spector look  at  it.   If  he  says  it  is  not  fit  for  the  market  we  tell 
the  shippers.   We  never  say,  "Here,  jon   have  to  buy  this  milk."   And  I 
do  not  believe  it  is  good  practice  to  attempt  such  a  thing.   If  you 
stand  just  as  square  for  youi^  dealers  as  your  member  producers,  you 
can  have  a  rdaticnship  that  will  enable  you  to  better  serve  the  mem- 
bers of  your  organization.   I  v/ant  to  stress  that  point.   I  fear  that 
in  too  many  cases  marketing  organizations  have  gotten  in  bad  just  be- 
cause their  idea  Vi?as  to  fight  the  buyers  of  their  product. 
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I  might  mention  hero    our  Hualth   D^^partmcnt    in   Baltimore.      I  could 
be    a  mighty   good   fellow  with   our  merubcrs    if   I  would   fight   the   Health 
Department,   but  when   they  want  mc    to  go  with   a   delegation  for   a  hear- 
ing before    our   Commissioner   of  Health,    I  refuse.      I'^tcll   then  that 
after   they  have  had   their  hearing   to   let  mo   knov/.      V/hen   they   come   back 
and   explain  what  has  happened,    I  start    an   investigation,    and    if   any 
injustice  has   been  done    I  am  ready   to  take    the   matter   up   and   fight    on 
that   ground,    but   not  because   the  Health   Department  has    seen  fit   to  con- 
demn a   shipper's   milk,    or   exclude    it    from  the   miarkct .      Throiogh   this 
policy  wc  have  had  the    absolute    cooperation   of   oi;ir  Health   Department, 
and   it  has   meant   a   great   deal    to    our  market.      They  have   given   a   pre- 
ferential right    to   our   milk,    and  will  not   allow   outside   milk   to  come 
on   our   marlcet   until   all   of   ours  has   been   consumxCd. 

Just    outside    the   door,    a   gentleman    said  he   thought   it  would  be    of 
interest   for  mc    to   say   something   about   our   marketing'  plan,  how  we 
manage    our   supply  end.      I  am   going   to   repeat    that  we  have   a  number    of 
organizations,    a  niAmbor    of  different   types    of  marketing   and  different 

pf^licics    of  marketing.      They   are   all  good.      Some   may  work   in   one   place 
and   some    in   another.      The    Baltimore   plan  has    proven   very   satisfactory 
in   our  market. 

In  years   gone   by   our   dealers   demanded   a   tremendous    spread  because 
we  had   assumed  no  responsibility   for   their    supply.      They  had   this   ex- 
cuse --in   the    spring   the   price  had  to  go  low  because  we   produced   a   sur- 
plus,   and   in   the   fall   it   could  not  go  up  because  we  were    short    of  milk 
and   they  had    to  pay  a    premium  for   outside  milk. 

In   1924  we   decided    if  we  were   going    to  supply    the   market  we  had   a 
right   to   supply   the   dealers    with  all   the  milk  they  needed    throughout 
the   year,    and   to    do    this  we  had   to  have  more  milk"  than  we   needed,    at 
all   times.      We  had    to   plan   to   produce  more   milk  than  our  market  would 
normally   consume.      Then  came    the   regulation    on   cream.      The  Health 
Department   put   the    same   regulation   on   cream  as    on   fluid  milk,    and 
wanted   to   know   if   wc   could   furnish    additional  milk   for   cream  purposes. 
I  was   convinced  we    could.      They  wanted  to  know  how  long   it  v/ould  take, 
liiiought  about   two   years.      They   estimated  we   needed   5,000,000  gallons 
more    a  year   than  we  wore    then   producing.      We    increased   our   production 
over   5,000,000  gallons    in   a   little    over   a   year's   time,    and  last  year 
we   were   2,000,000  gallons    short. 

By      supplying   the    dealers    with    all    the    fluid  milk  they  need,    and 
having   a  m^arket   for    excess  milk   in  cream,    the   result    is   a   very   stable 
market   condition,    and   we    are    receiving   a   fair   return   for    our   entire 
production , 

Baltimore  was    the    first  m.arket,    of  which    I  know,    to   start   any 
basic    control.      In  1918  we   gave    the   farmer  basic   price   for   an   am.ount 
of  milk  equal   to  his    average   production   in   October,    November   and 
December.      That  worked  well   for   a  while --until  he   began  building   up   a 
basic    average    in  the    fall   and   caused    a  surplus    that  was   more   destruc- 
tive   than  the    surplus    in    the    spring.      So  we  had    t'^   stop   that.      In 
January,    1924,   we    adopted    the   policy   of   putting   our   farmers   back   on   a 
given   average.      However,  we   did   not   pay   the    farmer  basic   price    on   one 
year's    average    as  he   would  have    said,    "Ycu  did  not   treat  me    fair. 
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bccause  that  was  the  year  s  t.ic thing  happened  to  my  cov/s."  Wo  gave  him 
the  average  of  three  falls'  pr'^duct  ion,  knowing  he  would  not  have  any- 
thing happen   to  his    c^nvs   f-r    three  years  „ 

Then  cane  the    tub^-rculin    test.      We    did  n -^t   take    any   averages    in 
1925.      In   1926  we   gave    our  rnenibers    their    old    averages    if  they  produced 
Q0%  of  then  during   the   fall  nonths;    in  1927,    their    old  averages    if 
they  produced   90%;   and   in   1928,   we   required   then  to   produce   100%   in 
order   to  naintain  their    old   averages.      Now,    if   they   fall   short    of   their 
old   averages,    they   are    credited  with   exactly  vvhat    they  make. 

You  night    say,    "How   d'l   you  Icnow   the    dealers    pay    on    that   basis?" 
The   dealers   report  nonthly   the   amount   of  milk  purchased,    the   amount 
sold    as    fluid  milk,    and   the    ajnount   manufactured   into  cream.      If  their 
reports    show    they  put   surplus   milk   in  bottles,    they  are    charged   on 
that   amount,    in   our   Basic/Sales   Adjustment   Accouat,   with   the   differ- 
ence  between  basic   and    -Surplus  price.      If  they  b'-^ught  more   basic   milk 
thcj.1   they   sold   as    fluid  milk,    and  had   to  manufacture    it    into   cream., 
they  are   credited    in  the   Basic/Salcs   Adjustment   Account  with   the   dif- 
ference  between  basic   and   surplus   price.      If   there    is   an   accumulation 
in   our   Basic/Sales   Adjustment   Account,    it    is   given  back  to   the    farmers 
as    an  additional   price    for   their   surplus  milk. 

We  have   men   today  Vi/h o   are   pr'^ducing   three   times    as  much   surplus 
as   basic   milk,    o.nd   they  will  admit   their   business    is   paying   them. 
They  have    a  guaranteed  market,    a   guaranteed  price    (practically)    on   a 
guaranteed   anount--that   is,    their   basic    quantity.      If   they   choose    to 
increase   their  producti-^n   f;"^r  cream,  purposes,    it   does   not   affect   their 
basic   price.      If   they  have    facilities,    they    ore   m.ost    likely   to   increase 
their   production.      This  has    brought    about   a  higher  return  per   farm 
than  we  have   ever  had.      The   producers    are    convinced   that  their  market 
is  better  because    of   a   guaranteed  basic    quantity,    and  because    of  the 
fact   that   neither   they  nor   their  neighbors   will  break  the   price    if 
their   production    is    increased.      V^fithout   that  basic    standard,   you  m.ay 
go   along    and   do  your    level  best   to  maintain   an   even   supply   of  milk 
throughout   the  year,   but    some    shippers    are   bo'und   to   produce    at   the 
tine    '"•■f   the   year   when    it   is   not   needed,    and  go   off   the  market   entirely 
when   it    is   needed.      In  all  probability   this  would   send   the    dealers    out 
to   open  new    territory  which,    in  years    following,   would  mean   additional 
competition . 

Just   another   thougjat.      I  noticed   that  King  had   a   sub  ject--s  one- 
thing   about    "How    can  Cooperative   Groups   Work  Together   for   Strong   Farm 
Bargaining   P'-vver"  ?      I  hop^    that  subject  will   be    further   discussed   in 
this    Institute.      It   came   up  in  California   last  year   and   is    causing 
considerable    thought.      I  think  it  has    been   one    of   the   things   we  have 
lacked   from  a   cooperative    standpoint.      We,    as    individuals,    (manage- 
ments   of  cooperative   marketing    organizations),  have  been   rather   sel- 
fish.     We   all  had   to    start    r-ut   in   the    dark   and   grope   for   v;hat  we  have. 
I  belluve,   however,    that    the    tine  has    come   when   the  whole    field   of   co- 
operative marketing   organizations    should   c vne    closer   tcgether-- just 
what  you  people    are    d'rlng  here.      I  believe   we   get  nore    out    of   these 
institutes    than  we    at   first   realize.      V.Tien  we   get   back  home  we   can 
think  bettor,    act  better,    d'3  better,    accomplishing  much    in    the   end. 
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Less  than  a  year  ago,  when  the  Chicago  organization  was  having 
difficulty,  I  was  asl:ed  to  go  out  and  help.   I  made  four  trips  out 
there.   I  feel  that  the  money  was  well  spent,  because  when  we  were 
helping  Chicago  we  were  helping  ourselves.   If  milk  and  cream  become 
cheaper  and  cheaper  out  there,  they  will  become  cheaper  and  cheaper 
here.   If  we  could  help  the  cooperatives  that  are  engaged  in  other 
lines  of  agriciiLture  ,  we  would  be  doing  just  as  much  as  if  we  were 
helping  ourselves  in  the  milk  problem,  for  if  we  can  keep  those 
fellows  in  the  West  growing  beef  cattle  and  grain  and  keep  them  o\.it  of 
the  dairy  business,  it  will  be  to  our  advantage. 

There  is  too  much  dairy  industry  being  developed  out  there.   We 
will  never  be  a  wheat  or  stock  section,  but  we  have  quite  an  ideal 
center  for  dairying.   I  believe  we  are  entitled  to  this,  and  hope  we 
can  maintain  our  present  dairy  standards.   But  I  do  not  know,  with  the 
Improved  mode  of  transportation  and  improved  refrigeration,  how  long 
it  will  be  before  vife  will  find  milk  produced  in  western  Ohio,  etc., 
finding  its  way  into  our  market  in  fluid  form.   Therefore,  if  we  help 
those  fellows  to  maintain  their  farms,  through  cooperative  marketing, 
in  beef  cattle,  hogs,  etc.,  we  will  be  doing  just  as  much,  in  my 
opinion,  as  helping  ourselves  in  our  individual  local  territories. 

In  conclusion,  I  want  to  say  it  is  a  pleasure  for  me  to  be  here  and  I 
feel  that  I  am  going  to  take  something  away.   It  is  a  beautiful 
country,  and  I  have  seen  some  pretty  good  cattle  here.   I  have  had  a 
very  pleasant  week,  and  I  thank  you. 

Discussion 

Question.   Won't  you  tell  about  youj?  reserve  fund? 

Speaker  (continuing)   I  am  very  proud  of  that.   It  is  a  question  about 
which  a  great  deal  can  be  said.   I  think  one  of  the  main  reasons  why 
farm  organizations  have  gone  on  the  rocks  has  been  because  they  have 
been  too  modest  in  their  finances.   In  other  words,  the  farmer's  atti- 
tude, as  a  rule,  is  that  you  ought  to  do  big  business  Virithout  money, 
and  no  big  business  in  the  world  can  be  run  without  money.   And  there 
will  not  be  any  big  business  in  farm  organizations  without  money..   The 
sooner  cooperative  marketing  organizations  are  on  a  sound  financial 
basis,  the  sooner  they  will  get  somewhere.   It  talks  louder  than  any- 
thing else,  and  it  will  keep  your  members  sticking  to  you.   Tell  them 
you  have  got  to  have  their  money,  and  when  you  get  hold  of  it,  they 
will  stay  where  their  money  is.   If  they  have  an  investment  in  their 
organization,  they  will  stay  by  and  be  boosters  rather  than  kickers. 
We  didn't  start  with  all  this  knowledge.   Away  back  in  1919  the 
dealers  evidently  tried  to  find  out  if  we  had  any  backbone,  and  cut 
off  some  250  of  our  shippers.   We  were  yoimg  and  had  to  admit  we  could 
not  market  the  milk.   Vi/e  called  a  mooting  and  advocated  that  our 
brokerage  be  increased  to  one  cent  a  gallon,  in  order  that  we  might 
take  care  of  those  shippers  who  had  been  cut  off.   Wo  held  meetings 
throughout  the  counties  and  told  our  members  the  plan.   Every  farmer 
said,  "Take  two  cents,  take  three,  but  market  the  milk."   That  was  the 
spirit  our  farmers  had.   We  took  one  cent  a  gallon,  built  our  plant, 
and  when  we  were  ready  to  handle  milk  ourselves,  the  dealers  informed 
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us    they  had   thought    over    the   matter   and  had  come   to   the   conclusion 
that   they   could  handle   the   excess  milk  and    pay  us   more    than  v/e   could 
get   out    of   it   oirrselves.      Of  course    they   could.      They  had   the    trade 
and  did  not  have   to  do   anything   extra.      We   did  not   open   our   plant,   but 
it    is    still   standing   there.      It    is   paid   for    and  belongs    to   the    farmers. 
The    cent    a  gallon  continued  and  we   met   some   pretty  heavy   looses.      V/c 
have  had   some   dealers   who   failed   and  we  had   to  make    good   their   losses. 
But  we  had  guaranteed    our   shippers    a  market   for   their   milk  every  day 
in    the   year,    and  guaranteed    them  against   any   loss    on   account   of 
dealers    failing   to  pay.      Mion  you  can  render   that   service    to  a   fellow, 
he  has    to   take    off  his  hat. 

Wc  have    accumulated   a   reserve    fund   of  ^[)500,000.      'Pivo  years   ago  v/c 
started  a  revolving  fund  and  began  paying  bock   to   our    shippers    that 
part   of   their  money  which'wc   did  not   spend   during   our   fiscal  year. 
Last  year  wc    sent  back  ^p92,000.      There    is   nothing   in   our    organization, 
or   ever  will  be,    that   tied   our  members    so  everlastingly   together   as 
those    checks.      ,They  have    a  smile    that  won't   come    off.      I  believe   you 
could   stand   every    one    of  ^our  members    in  a   row    and  you  couldn't   give 
them  their   contracts.      \f/hy?     Because   they    are    Interested   in   their 
business.      It   is    sound  business,      ITiey  arc  getting  back   their  money 
and  what    it   earned.      Vi/here    is    there   a  better   investment? 

V/e   do  not  have   an   obligation   in  the  world.      So,    if   there    is    any 
organization    in  this   territory   that  has   not   started    to  build  a  reserve 
fund,    I   implore   you  to  do   it. 


Q.        V/hat 
handled? 


percent    of  the   milk 


going 


into  your  market  is  cooperatively 


Mr.  Heaps:  98/?.   The  dealers  do  not  buy  any  milk  except  through  our 
organization . 

Q.    Does  that  include  cream? 

Mr.  Heaps:  No,  we  are  not  furnishing  quite  98/&  of  the  cream. 

Q.   How  do  you  increase  your  supply? 

Mr.  Heaps:  Tell  our  farmers  we  need  so  much  milk.   If  they  want  to  in- 
crease their  production,  we  will  market  their  milk,  but  with  the 
lenders tanding  that  it  will  not  be  basic  price  milk. 

Q.   Hot/  about  the  radius  of  your  territorjr? 

Mr.  Heaps:  Our  milk  is  produced  within  a  60  to  65  mile  radius.   It 
comes  in  by  trucks  and  railroads.   About  50%   of  our  milk  is  going  into 
country  plants,  and  that  comes  in  by  tank  trucks  and  tank  cars.   The 
dealers  own  the  country  plants. 

Q,.   I'l^'liat  percentage  of  your  milk  did  you  have  in  the  first  or  second 
year? 

Mr.  Heaps:  We  started  our  organization  with  about  one-tenth  of  the 
milk  coming  in  on  the  Baltimore  market. 
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Q.    Different  dealers  have  stations  in  the  same  territory? 

Mr.  Heaps:  No.  If  two  dealers  buy  in  the  same  territory^,  there  is 
bound  to  be  trouble  and  dissatisiaction .   We  have  better  service  if 
we  keep  our  territories  bloc]<:ed  out  to  the  individual  dealer. 

Q.    Does  each  dealer  pay  the  same  price  to  each  member  of  your  or- 
ganization? 

Mr.  Heaps:  On  a  butter  fat  basis;  o'bi   a  gallon,  4^  milk,  with  \i   dif- 
ferential . 

Mr.  Yo\mg :  The  extra  milk  that  you  have  taken  on  to  supply  the  cream 
trade  goes  in  at  a  lower  price  through  your  basic  price  plan  operation? 

Mr.  Heaps:  The  whole  market  is  really  set  up  around  an  individual 
basic  quantity.   A  shipper  may  or  may  not  produce  surplus  milk.   It  is 
a  protection.   A  shipper  m-ay  do  exactly  as  he  pleases  without  affect- 
ing his  neighbor.   Quantity  has  nothing  at  all  to  do  with  a  shipper's 
basic  amount  or  price.   If  a  new  man  starts  in  business  after  November 
Ist,  he  is  put  on  a  40-60'-|  basis  until  the  following  October  1st.   We 
do  that  because  we  find  an  average  of  that  much  milk  goes  off  the 
market,  and  people  move  out  of  our  territory.   Then,  on  October  1st, 
if  we  can  increase  basic  amounts,  we  give  him  a  higher  percentage  of 
his  fall  production  as  a  basic  average  for  the  following  year.   Our 
surplus  price  last  year  averaged  27x<^  per  gallon  and  the  basic  price 
was  33(^  per  gallon,  ^% ,    throughout  the  year. 

Q.    All  dealers  paid  that  regardless  of  the  aiiiount  of  surplus  they 
had? 

Mr.  Heaps:   If  a  dealer  finds  he  has  more  surplus  milk  than  his  share, 
he  has  a  right  to  demand  a  recapitulation,  and  every  dealer  has  a 
right  to  take  on  an  additional  amount.   The  dealer  who  has  75^  has  the 
refusal  of  it,  and  can  keep  it  if  he  wants  it. 

Q.    Do  I  understand  your  plant  has  alv>fays  been  idle? 

Mr.  Heaps:   We  ran  500  gallons  of  milk  through  to  insure  that  it  was 
all  right.   l''e  do  not  need  it  with  our  present  dealers.   If  we  had 
every  assurance  that  no  other  dealers  would  come  in  on  our  market,  wc 
would  not  hesitate  to  sell  the  plant.   Our  dealers  have  learned  that 
we  do  not  want  to  get  into  a  fight.   But  there  is  a  possibility  that 
new  industries  v/ill  come  into  our  city,  and  we  might  have  ''to  go  to 
school" . 

Vife  require  every  dealer  to  give  a  bond  before  we  furnish  him  with 
any  milk.   If  the  bonding  com.panies  will  not  bother  v/ith  him,  then  we 
will  not  sell  him  any  milk.   That  probably  did  more  toward  making  oiirs 
a  98^  organization  than  anything  else.   There  v/cre  shippers  who  wanted 
to  ship  to  any  plant  who  would  not  join  our  organization.   So  wc  called 
on  those  dealers.   If  they  could  give  us  a  bond,  we  furnished  them 
with  milk.   If  they  could  not  give  bond  and  some  of  our  members  were 
shipping  to  them,  we  transferred  their  milk  to  a  dealer  who  could 
give  bond. 
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Q.   Do  you  mean  you  refuse  to  sell  a  man  milk  if  he  is  not  responsible? 

Mr.  Heaps:   We  turn  it  over  to  a  bonding  company.   It  has  never  been 
questioned . 

Chairman:  It  seems  to  mc  that  Mr.  Heaps  has  opened  up  several  points 
that  we  are  facing  as  problems,  and  have  faced  as  problems  in  the  past. 
Are  there  any  more  questions?   If  not,  wc  will  go  on  to  the  next  topic. 
Those  of  you  v/ho  were  in  Vermont  and  attended  the  meeting  of  the 
Dairymen's  Association  in  January  will  remember  meeting  Dr.  Ross  at 
that  time.   He  consented  then  to  come  and  discuss  with  us  some  of  the 
latest  developments  in  the  study  of  "Factors  Affecting  the  Supply  and 
Demand  Situation" . 

FACTORS  AFFECT  BIG  THE  SUPPLY  MID  DEMAND  SITUATION. 

H,  A.  Ross,  Cornell  University 

Mr.  Chairman  and  Members  of  the  Institute: 

Since  this  is  a  meeting  of  co-operative  institutions,  I  would 
like  to  discuss  our  milk  supply  and  demand  problem  from  a  little  dif- 
ferent angle  than  heretofore.   Day  before  yesterday  there  was  a  man  in 
my  office  from,  a  mid-western  university,  who  was  deploring  the  monopo- 
listic tendency  of  cooperatives.   He  pointed  out  that  many  coopera- 
tives were  focusing  too  much  attention  on  price  and  on  the  cnforccraent 
of  demands.   The  conversation  veered  to  our  fight  in  New  York.   Many 
times  I  have  had  the  charge  hurled  at  me  that  New  York  dairymen  are 
attempting  to  maintain  a  monopoly  of  the  New  York  market,  and  that 
those  of  us  v;ho  believed  in  such  a  monopoly  (if  you  call  it  that)were 
doomed  to  faa-l-ure. 

As  you  know,  Nevir  York  City  requires  the  inspection  of  all  plants 
and  all  farms  shipping  milk  or  cream  to  New  York  City  proper.   That 
inspection  service,  for  the  last  three  years,  has  not  been  extended 
beyond  the  western  line  of  Perjisylvania,  northern  Nov/  Jersey,  a  little 
of  Maryland,  the  western  part  of  Massachusetts,  Connecticut  and  Ver- 
mont, and  a  little  of  Canada.   If  one  looks  at  the  receipts  of  m.ilk  on 
the  New  York  market,  the  charge  that  we  have  maintained  a  monopoly 
would,  at  first  glance,  appear  to  be  true. 

On  this  chart  arc  shown  the  receipts  for  1928  for  the  entire 
metropolitan  area,  which  includes  New  York  City  proper  and  its  suburbs. 
The  black  area  (referring  to  charts  displayed)  represents  milk  sup- 
plied by  New  York  State  alone.   The  blue  represents  that  supplied  by 
states  to  the  south  - -Pennsylvania ,  New  Jersey,  Delaware,  and  Maryland. 
The  red  represents  that  portion  coming  from  New  England  and  Canada. 
None  came  from  the  so-called  western  territory. 

(Referring  to  ajiother  chart)   The  receipts  of  cream  are  slightly 
different.   The  black  is  Nev;  York  State,  and  the  blue  includes  all 
eastern  states.   The  red  represents  the  amo\mt  of  cream  that  is  coming 
in  month  by  month  from  the  mid-west.  It',   does  not  go  into  New  York 
City  proper,  but  does  enter  into  competition  with  m.ilk  produced  in  our 
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restrlcted  areas.   Last  year  this  crenn  sold  from  three  to  eight 
dollars  per  can  below  the  cream  which  cajne  from  the  approved  area. 

Looking  at  it  on  a  percentage  basis,  New  York  last  year  received 
approximately  79/^  of  its  milk  from  New  York  State;  13^  from  Pennsyl- 
vania, b%  from  New  Jersey,  and  nearly  A%  from  New  England.  Of  the 
cream.  New  York  supplied  75?^;  Pennsylvania  10^;  New  Jersey  3^;  New 
England  G% ,  and  5%  of  the  cream  came  from  the  mid -west.  Since  the 
first  of  January,  1929,  1%  of  all  of  the  cream  on  the  metropolitan 
market  has  come  from  the  r.id-west. 

Without  criticizing  in  any  way  any  other  market,  I  would  like  to 
contrast  Philadelphia,  which  accepts  cream  from  many  sources.   I  have 
taken  an  old  chart,  which  I  think  I  used  here  in  January,  showing  the 
milk  production  of  the  eastern  states,  and  have  put  on  that  the  re- 
ceipts of  cream  at  the  Philadelphia  market  from  January  1,  to  June  15, 
1929.   This  is  what  happens  when  sources  are  unrestricted.   During 
that  period,  Pennsylvania  furnished  only  111  standard  carloads  of  200 
cans  each  of  cream  to  its  own  city  market.   Maryland  sent  84  to  Phila- 
delphia; New  Jersey  10;  Delaware  10;  Virginia  30;  Ohio  80;  V/ost  Vir- 
ginia 1;  Kentucky  9;  Tennessee  2;  Indiana  117;  Michigan  9;  Wisconsin 
i73  (as  compared  with  111  from  Pennsylvania);  Illinois  10;  Minnesota 
122;  Iowa  13;  Missouri  79;  Oklahoma  6;  Arkansas  4;  Kansas  7;  and  Texas 
3.  When  states  like  the  last  named  compete  with  eastern  dairymen,  it 
appears  that  health  department  control  of  production  is  an  excellent 
thing . 

Q.   ¥^ere  do  you  say  all  those  cars  of  cream  went  to? 

Speaker:  They  went  to  the  Philadelphia  metropolitan  riarket.   In  other 
words,  during  the  period  from  January  1st  to  June  15th,  75^  of  Phila- 
delphia's cream  came  from  the  western  states.   During  the  same  period. 
New  York  received  only  1%   from  the  west  and  that,  of  course,  was  sold 
outside  of  the  city  proper, 

Q.    Isn't  it  a  fact  that  New  York  received  more  cream  from  the  mid- 
west than  did  Philadelphi'i? 

Speaker:  No.   New  York  received  not  only  a  very  much  sm-aller  percent- 
age of  its  total  supply  from  the  west,  but  the  absolute  amount  was 
also  sr^aller  than  that  received  by  Philadelphia.   I  do  not  moan  to 
criticize  Philadelphia,  but  I  want  to  point  out  what  it  would  mean  to 
New  York  if  we  were  to  attempt  to  follow  their  footsteps. 

Let  us  see  if  the  difference  in  price  between  approved  cream  and 
western  cream  is  due  to  monopoly  or  to  quality.   Last  week  I  returned 
from  the  m^id-west  where  I  inspected  plants  shipping  cream  to  eastern 
markets.   I  went  out  with  the  idea  of  seeing  whether  or  not  the  cream 
was  of  the  same  quality  as  ours  and  whether  or  not  the  farms  and 
plants  were  meeting  the  requirements  of  the  New  York  City  Department 
of  Health.   I  visited  the  region  that  is  said  to  furnish  the  best  of 
western  cream.   The  plants  there  are  excellent  from  the  standpoint  of 
manufactured  products.   They  do  not  meet  New  York  City  requirements  as 
to  separate  can-washing  rooms.   Of  those  plants  sending  milk  and  cream 
to  the  east  which  I  visited  not  one  would  meet  New  York  City  require- 
ments.  Some  could  be  made  to. 
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The  farms  are  a  much  different  proposition.   A  milk  house  is  one 
of  the  absolute  requirements  of  the  New  York  City  market.   Very  few 
farms  are  so  equipped  in  the  shipping  region  I  visited.   I  did  find 
milk  houses  on  a  few  farms.   In  one  district  it  was  a  common  practice 
to  put  the  milk  house  imder  the  drive-way  to  the  barn,  usually  opening 
directly  from  the  stable,  which  is  contrary  to  the  New  York  ordinance. 
For  the  m.ost  part,  however,  cooling  of  the  milk  is  done  in  outdoor 
tanks.   The  stock  drlnlc  out  of  one  side,  and  the  milk  is  cooled  in  the 
other.   Practically  no  farms  had  ice.   New  York  City  expects  approxi- 
mately two  tons  of  ice  per  cov/.   Surveys  show  that  the  farmers  actually 
put  up  about  one  and  one -third  tons  of  ice  per  cow  in  the  regular  milk 
shed.   The  barns,  for  the  most  part,  were  good  and  most  of  them  had 
concrete  drops.   They  could  be  made  to  meet  New  York  City  requirements. 

On  the  other  hand,  I  found  that  the  farmers  in  this  heavy  shipping 
region  had  much  smaller  herds  than  I  expected.   A  plant,  in  many  cases, 
was  receiving  milk  or  cream,  or  both,  from  500  farms,  and  I  found  that 
to  obtain  a  single  carload  of  approved  cream  a  day  in  November  would 
require  the  inspection  and  necessary  improvement  of  1600  farms. 

The  method  of  handling  the  cream  that  is  now  coming  east,  again 
raised  some  doubt  in  my  mind  as  to  whether  or  not  it  met  New  York  City 
requirements.   The  farmers,  in  many  cases,  separate  the  milk  on  the 
farm  and  deliver  only  the  cream  to  the  creamery.   Some  plants  receive 
only  milk;  others  part  milk  and  part  cream.   The  milk  when  delivered 
to  the  country  plant  was  heated  to  135°  to  140°  temperature  and  held 
at  practically  pasteiu? ization  temperature  until  all  the  milk  was 
delivered.   After  being  cooled,  the  cream  was  trucked  to  the  assembly 
plant,  and  if  it  got  in  in  time,  was  pasteurized  that  night.   If  not, 
it  was  hold  until  next  day  and  pasteiH'ized  at  153°.   The  loaded  car 
left  Minneapolis  at  six  in  the  evening,  arriving  at  Chicago  in  time  to 
be  sent  out  on  a  ten  o'clock  train  the  next  morning.   It  reached  the 
New  Jersey  terminal  sometime  the  following  afternoon  and  probably  Vi^ont 
out  on  the  next  morning's  delivery.   Thus  Monday  night  and  Tuesday 
morning's  milk  would  reach  the  consumer  about  Saturday  morning. 

Bacteria  counts  on  the  pasteurized  cream  were  reasonably  low  in 
most  cases,  although  in  a  few  instances  they  ran  into  the  millions.   I 
was  unable  to  get  bacterial  counts  on  the  raw  product.   Our  farmers 
must  produce  milk"  which  will  not  exceed  counts  of  300,000  at  any  time 
before  it  is  pasteurized  in  the  country.   I  inquired  of  one  company  if 
it  had  counts  on  the  raw  milk.   The  company  said  it  rarely  made  them, 
but  that  just  two  days  before  it  had  plated  samples  of  raw  milk  held 
12  hours  because  its  low  acidity  indicated  an  unusually  good  quality. 
When  we  looked  up  the  laboratory  record,  however,  we  ff^wnd  that  the 
counts  averaged  over  2,000,000. 

I  do  not  say  that  those  farmers  cannot  produce  milk  of  the  same 
quality  as  that  produced  in  the  New  York  milk  shed,  but  I  do  say  that 
at  present  they  are  not  doing  it.   At  least  a  part  of  the  difference 
between  the  prices  of  approved  cream  and  of  western  cream  is  due  to 
quality  and  not  to  monopoly.   They  frankly  told  me  they  would  like  to 
get  in  on  our  market.   They  keep  thinking  about  that  $7  per  can  dif- 
ference in  the  price  of  cream,  and  they  forget  that  the  minute  they 
came  into  our  market  that  difference  would  disappear. 
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The  butter  market  is  the  basis  on  which  that  cream  is  sold. 
Although  I  visited  one  of  the  highest-priced  cream-shipping  organiza- 
tions I  could  find,  they  were  only  getting  the  New  York  City  price  of 
92  score  butter  plus  22  cents  for  each  pound  of  butterfat  in  the  cream 
delivered  to  eastern  points  .   Another  large  shipper  was  selling  for 
eighteen  cents  above  the  butter  market.   Still  another  was  selling  on 
contract  F.O.B.  Minneapolis  at  23  l/2  per  cent  above  New  "^ork  extras, 
but  because  of  the  strength  of  the  cream  market  they  were  asking  25 
per  cent  above  on  all  new  contracts.   All  that  this  company  was  getting 
above  the  butter  market  was  the  cost  of  shipping  a  pound  of  butter  and 
the  slight  difference  in  the  cost  of  manufacturing  a  pound  of  butter 
and  in  processing  a  pound  of  fat  in  cream. 

From  1912  to  1928  (referring  to  chart)  oixr  milk  receipts  at  New 
York  have  risen  steadily  due  to  the  fact  that  both  population  and  per 
capita  consumption  have  gone  up.   Cream  consumption  has  increased  even 
faster  and  we  now  take  almost  two  and  a  half  times  as  much  cream  every 
day  as  we  did  in  1912. 

The  question  is  constantly  asked,  "Can  New  York  City  get  enough 
milk  from  the  present  territory?"  You  know  what  is  happening  in  the 
production  of  youjig  stock.   The  country  is  full  of  heifer  calves. 
Keeping  that  in  mind  I  want  to  show  you  a  chart  showing  the  utiliza- 
tion of  milk  and  cream  handled  by  the  Dairymen's  League.   As  far  as  I 
can  tell,  the  League's  production  and  utilization  is  an  excellent 
cross  section  of  the  entire  shed.   You  will  note  that  except  for  a 
very  short  period  in  the  fall,  the  si:ipply  is  ample  at  all  times,  and 
that  in  the  spring  we  produce  far  more  than  the  market  can  use  as 
fluid  milk. 

I'l'hat  we  need  is  what  you  people  in  New  England  are  now  undertak- 
ing, an  evening  up  of  production.   I  do  not  want  to  go  into  price 
plans.   I  merely  wisli  to  say  that  if  there  were  some  plan  to  shift  a 
part  of  the  surplus  production  to  the  fall,  Wew  York  City  could  look 
to  this  territory  for  the  next  fifteen  years  for  its  entire  supply. 

In  some  sections  of  the  New  York  milk  shed,  the  November  produc- 
tion is  almost  as  great  as  the  J-une  production.   In  other  sections  it 
is  only  about  one-third  as  great.   The  difference  is  largely  one  of 
previous  markets,  although  natural  conditions  of  soil  and  topography 
have  some  effect.   A  territory  as  a  whole,  if  it  does  not  extend, 
should  gradually  increase  its  winter  production.   That  is  due  to  price 
stimulus  plus  education  of  the  farmers  by  co-operatives  and  dealers. 
We  have  checked  that  normal  trend  in  the  New  York  territory.   During 
the  pre-war  period  of  1910-14,  the  price  that  a  cheese  producer  re- 
ceived for  his  milk  was  only  about  20  per  cent  higher  in  November  than 
it  was  m  J-une.   The  same  was  true  of  a  farmer  selling  milk  for  butter. 
They  could  not  afford  to  produce  much  winter  milk.   A  New  York  City 
producer,  on  the  other  hand,  received  76/^  more  for  November  milk  than 
for  J\ine ,  and  so  coi^ld  afford  to  produce  winter  milk.   For  the  last 
five  years,  however,  he  has  had  only  33/^  more  for  his  November  milk 
than  for  his  Jxme   milk  and  there  has  been  little  incentive  to  increase 
winter  production.   Dviring  the  last  seven  years  November  prices  have 
increased  scmewhat,  but  June  prices  have  increased  at  a  faster  rate. 
This  has  resulted  in  June  production  increasing  at  a  more  rapid  rate 
than  November  production.   In  1928  we  received  about  27  pounds  more 
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per  day  per  dairy  than  in  1922,  but  to  get  that  increase  in  November, 
we  had  to  take  about  60  poxmds  more  in  Jime .   That  is,  to  meet  our 
growing  demand  we  have  stimulated  production  throughout  the  year  and 
for  every  additional  can  of  milk  we  got  in  November  we  got  about  2^ 
cans  in  June. 

The  contributions  of  siommer  and  winter  dairymen  to  our  market  are 
entirely  different  because  we  are  faced  with  a  severe  shortage  in 
November  and  burdensome  surplus  through  the  summer.   Vi/hen  over  52,000 
approved  dairies  were  divided  into  two  groups  on  the  basis  of  their 
seasonal  production,  it  was  found  that  53  per  cent  of  the  total  number 
produced  less  than  50  per  cent  as  much  milk  in  November  as  in  June. 
This  group  of  what  might  be  called  summer  dairies  produced  57.6  per 
cent  of  the  June  supply  of  milk,  but  only  45.9  per  cent  of  the  November 
supply.   The  smaller  group  of  winter  dairies,  on  the  other  hand,  pro- 
duced only  42.4  per  cent  of  the  June  supply,  but  furnished  54.1  per 
cent  of  the  November  supply.   In  other  words,  this  smaller  group  makes 
a  much  greater  contribution  during  shortage  period  than  do  the  summer 
dairies.   For  the  last  five  years,  however,  v/e  have  tended  to  favor  the 
summer  dairies  and  will  have  to  continue  to  favor  them  through  this 
year,  because  it  is  this  group  that  holds  the  key  to  our  supply  situa- 
tion next  November. 

In  summer  dairy  regions  of  New  York  State  it  is  common  practice  to 
have  the  cows  freshen  in  January,  February  and  March.   Production  re- 
mains high  as  long  as  pastures  are  good  but  as  they  fail,  it  falls  off 
rapidly.   Such  cows  can  be  kept  up  to  their  normal  production  by  feed- 
ing, but  they  can  not  be  brought  back  to  a  good  flow  in  November  if 
they  have  been  allowed  to  drop.   Our  co-operative  organizations,  our 
extension  forces,  and  everyone  else  interested  is  trying  this  year  to 
get  dairymen  to  feed  spring-freshening  cows  through  the  summer  and 
thus  prevent  production  from  dropping  as  pastures  dry  up.   If  they  do 
that,  we  will  have  ample  milk  for  next  November. 

The  production  next  fall  should  be  enough  greater  than  last  year 
to  take  care  of  our  increased  demand.   The  production  in  November  1928, 
on  these  15,000  farms,  was  3.4  pounds  per  day  per  dairy  less  than  it 
was  the  previous  year.   In  December  the  deficit  was  6.7  pounds; 
January  10.1;  February  12.3;  March  15.8;  and  April  19.2.   This  is  a 
most  discouraging  outlook,  but  I  do  not  want  to  let  it  stand  that  way 
because  May  production  will  show  a  different  f igiire  .   I  can  not  get 
from  the  dealers  the  deliveries  of  milk  until  about  the  20th  of  the 
following  month,  but  May  should  shovif  at  least  a  good  part  of  that 
deficit  wiped  out. 

Dr.  Tucker:  Our  production  for  League  plants  for  the  week  ending 
June  13,  was  three  pounds  per  day  per  dairy  above  a  year  ago. 

As  it  now  stands,  nothing  definite  has  been  done,  as  far  as  I  know, 
in  regard  to  extension  of  territory.   Even  if  the  Commissioner  decides 
to  retAin  the  present  shed,  as  we  all  hope,  we  still  must  produce  the 
milk.   The  co-operative  organizations  will  undoubtedly  tell  you  of  the 
efforts  that  have  been  made  to  meet  the  requirements  this  fall.   The 
efforts  of  the  College  are  indicated  by  this  chart,  which  shows  vifhat  is 
being,  asked  of  dairymen  in  the  New  York  milk  shed  for  this  summer  and 
for  the  coming  fall.   We  believe  absolutely  that  dairymen  could  well 
afford  to  sacrifice  a  little  in  producing  milk  this  fall  in  order  to 
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malntain  the  limits  of  their  present  shed.   However,  I  believe  there  is 
nothing  on  this  chart  that  asks  them  to  sacrifice.   V/e  are  asking  them 
to  provide  grain  feed  during  the  season  when  pastures  are  short  at  a 
ratio  of  1  pound  of  grain  to  5  pounds  of  milk  early  in  the  season  and 
later  to  increase  the  prooortion.   We  are  also  asking  them  to  cut  hay 
earlier  and  to  put  the  first  cutting  where  It  can  be  reached  in  the 
fall.   It  has  been  suggested  that  they  delay  breeding  cows  that  usually 
freshen  in  January,  February,  and  March.   This  may  be  better  from  the 
standooint  of  marketing  than  from  the  standpoint  of  good  farm  manage- 
ment practice.   A  surplus  of  niilk  in  January  or  February  is  harder  to 
dispose  of  than  one  in  Ji.ine .   By  delaying  breeding  so  that  such  cows 
freshen  later,  it  will  take  some  surplus  off  those  months.   At  the  same 
time,  a  cow  which  is  going  to  freshen  next  January  is  not  going  to  give 
much  milk  in  November,  so  by  letting  her  carry  over  two  or  three  months 
it  will  mean  more  milk  v^/hen  needed.   V'.hether  such  practice  is  sound 
frcm  the  standpoint  of  the  individual  producer  appears  doubtful  to  me. 

It  is  also  advocated  that  dairymen  feed  and  milk  heavy  producing 
cows  three  times  a  day.   A  man  having  cows  giving  40  pounds  or  over  may 
find  that  it  will  pay' him  to  milk  three  times  a  day  because  the  increase 
in  production  is  quite  marked. 

This,  then,  is  my  thesis,  that  the  Dairymen's  League,  the  Shef- 
Field  Producers,  or  any  other  co-operative  organization,  in  attempting 
to  maintain  the  integrity  of  its  territory,  nay  not  be  monopolistic  at 
all  if  it  attempts  to  ^:eep  out  inferior  dairy  products.   I  have  dealt 
with  our  own  organization  because  I  know  something  of  it  and  because 
it  overlaps  New  England  territory.   I  have  not  meant  to  reflect  in  any 
way  on  the  Philadelphia  market.   Each  territory  "as  its  ovm  problems. 
Our  friends  in  Connecticut  have  advanced  farther  than  we  in  regard  to 
a  quality  monopoly,  and,  as  a  result,  pay  a  price  that  takes  milk  av;ay 
from  us  east  of  the  Hudson.   I  say  more  power  to  them  ts  long  as  they 
can  pay  a  higher  price  based  on  quality.   Although  we  have  independent 
co-operative  organizations,  each  interested  in  its  ovm  membership,  yet 
if  one  can  advance  a  little  farther  on  a  quality  basis  and  csn   thereby 
get  higher  prices,  it  means  better  prices  for  the  rest  of  us  because  of 
competition. 

This  fall  we  m.ust  look  to  emergency  measures  to  supply  our 
market  and  these  measures  favor  summer  dairymen.   That  is,  we  have 
tried  to  get  high  spring  prices  this  year  because  v;e  want  to  maintain 
production  during  the  summer.   From  a  long  time  standpoint  this  ■oolicy 
is  v;rong.   \7e  must  adopt  some  method  of  price  adjustment  ^vhich  "rill 
favor  v/inter  dairymen  to  a  greater  extent  than  we  have  in  tlie  past. 
If  we  do  not  do  this  we  must  open  up  our  teri'itory  to  western  production 

If  -western  producers  had  to  meet  all  the  requirements  which  we 
do,  it  v;ould  not  be  so  serious,  but  it  is  apparent  to  ne  that  if   the 
west  is  opened  up  ■  ithin  the  next  year  or  two,  it  must  be  opened  up  by 
overlool'ing  some  of  the  requirements  our  dairymen  have  to  meet. 

I  thank  you  very  much. 

Chairman:   '..e  in  Vermont,  of  course,  are  affected  by  supply  and  demand 
factors  in  both  markets,  not  only  New  York,  but  our  large  metropolitan 
market  here  in  Ilev/  England.   Unless  there  are  some  questions  that  deal 
v;ith  the  New  York  situation,  I  sur^'est  that  v.-e  have  Mr.  Bronson's 
address,  on  the  New  En^-land  Market  Situation. 
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W.  H.  Bronson,  I'.  E,  Liilk  Producers'  Association 

I  have  two  very  good  reasons  why  my  discussion  will  be  short, 
one  is  that  Dr.  Ross  has  given  yoii  such  an  excellent  picture  of  the 
Ke-v  ^ork  situation,  and  the  v;e stern  cream  supply  situation  so  that  I 
can  add  but  little.   The  second  reason  is  that  I  have  been  in 
Viiashin^ton  for  ten  days  working  on  tariff,  and  have  had  a  limited  time 
to  prepare  this  talk,  which  I  knov/  in  no  way  v/ill  compare  with 
Dr.  Loss's  discussion  of  the  problem. 

There  are  one  or  two  points  that  I  would  like  to  go  over  in 
regard  to  the  ]\'ew  England  situation.   I  am  not  going  to  talk  a  great 
deal  about  demand.   Our  nar'-et  is  going  ahead,  not  as  fast  this  year 
as  in  the  past.   I  don't  think  the  expansion  in  milk  consumption  has 
been  as  great  in  the  past  year  as  in  other  years.   Vje  expected  a  4% 
increase,  but  it  has  not  been  over  2%.      \Vc  expect  a  normal  increase 
in  demand  in  the  future. 

Speaking  now  on  the  supply  situation  I  want  to  review  the 
situation  of  last  year.   Up  to  about  the  middle  of  October,  wo  had  all 
the  milk  the  market  needed,  and  anybody  who  iiad  tallied  of  the 
possibility  of  the  shortage  in  l^ovomber  was  considered  to  have  the 
w^-'ong  information.   About  the  first  part  of  October,  production  went 
from  a  high  point  with  large  surplus,  to  a  very  short  market.   It  is 
rather  interesting  that  that  sa.ne  drop  m  production  occurred  in 
New  York  territory,  Connecticut  territory,  and  in  other  eastern  milk 
producing  territories.   \ije  have  tried  to  analyze  the  reasons  for  that 
drop  in  production.   There  is  no  question  but  one  of  the  reasons  was 
reduced  number  of  cow3.   Back  in  1924,  on-  our  market,  the  fluid  milk 
price  went  to  six  cents  a  quart  f.o.b.  Boston,  and  in  the  spring  and 
summer  months  the  net  price  v/as  bulow  ^2  a  hundred.   Under  such  a 
discouraging  outlook  the  dairymen  stop^^ed  raising  heifer  calves.   The 
reduction  in  the  number  of  cov/s  (1925-1929)  v/as  52,000  in  New  England 
and  140,000  in  the  Middle  Atlantic  States. 

Then  in  December  1926,  we  had  a  cut  in  nilk  prices  which  was 
another  disturbing  factor  in  the  market  and  discouraged  the  farmers. 
Many  believed  this  cut  wras  the  start  of  another  d^jcline  in  prices 
such  as  v/e  had  had  in  1924.   This  cut  in  price  in  December  1926  was 
probably  one  of  the  factors  v;:hich  caused  the  short  supply  of  last  fall, 
Another  factor  w;-s  the  high  grain  price  in  the  spring  of  1928  with 
a  low  return  for  milk  as  compared  v/ith  grain  prices.   Our  fluid  milk 
price  drop-aed  one  cent  per  quart  the  first  of  April  1928.   Grain 
prices  increased  from  i.iarch  to  June  over  -,-'3.50  a  ton  and  were  $7.00 
a  ton  above  the  previous  year's  prices.   The  result  was  that  one  hun- 
dred pounds  of  milk  at  the  price  of  milk  in  April  last  year  bought 
only  86  pounds  of  grain  as  compared  normally  with  something  over  a 
hundred  pounds.   You  cannot  have  milk  and  grain  prices  out  of  line 
v/ithout  having  milk  production  affected.   I  don't  think  there  is  any 
question  that  the  milk  price  cuts  in  Mrch  and  April  of  1928  had  their 
effect  in  bringing  lower  production  In  November.   The  last  factor  was 
the  poor  hay  crop,  or  poor  condition  in  which  the  hay  crop  went  Into 
the  barn  last  year,  with  very  little  Clover. 
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Vi/e  had  an  exceedingly  sharp  drop  in  production  in  our  market. 
The  Hood  Company  v/ent  from  a  50%   surplus  in  September  to  a  7%   surplus 
in  Iioveraber,  from  selling  50^  of  their  entire  supply  as  fluid  milk 
to  selling  93^  as  fluid  milk,  in  the  matter  of  tv/o  or  three  months. 
That  change  came  from  a  shortening  up  of  the  supply.   As  a  result  of 
shortened  milk  supplies  in  New  England  \'ie   turned  to  the  mid-v;est 
for  our  supply  of  cream.   The  receipts  of  cream  at  Boston  from  the 
mid-v;est  in  November  1927,  when  we  had  the  Vermont  flood,  were  38  cars. 
Last  November  the  receipts  from  the  mid-west  were  86  cars  in  November 
and  1J7  cars  in  December  as  compared  v/ith  112  from  our  normal  New  Eng- 
land territory,  or  approaching  50$^  of  our  cream  coming  from  mid- 
western  points.   Since  then  receipts  of  cream,  from  the  mid-west,  have 
been  much  higher  than  last  year.   In  January  1929  we  had  94  cars  of 
cream  from  mid-v/estern  points  as  compared  with  35  for  the  previous 
year,  February  93  cars  as  compr.red  with  38;  March  92  compared  with 
21;  April  42  cars  compared  Y;ith  6  the  previous  year;   May  31  cars  as 
compared  with  2   in  1928. 

The  previous  year  v/e  had  been  producing  enough  of  a  supply  in 
New  England  to  take  care  of  all  our  milk  needs,  and  the  largest  part 
of  our  cream  needs,  at  least  up  to  BC%.      This  year  we  produced  enough 
milk  to  take  care  of  our  fluid  milk  requirements  and  about  50^  of  our 
cream  requirements.   As  a  result  of  reduction  in  the  amount  of  our 
milk  going  into  cream,  and  less  into  surplus,  the  net  price  to  farmers 
advanced  and  the  price  paid  v/as  higher  than  the  previous  years, 
although  prices  to  the  consumer  were  no  higher.   That  was  the  situa- 
tion we  had  last  year. 

Southern  Nev;  England  markets  obtained  thoir  cream  for  the  raid- 
west  during  the  short  season.   Nov;  York  markets  obtained  their  cream 
from  their  own  territory.   Here  is  a  question  of  two  policies.   I 
don't  think  that  in  the  Boston  market  we  could  put  into  effect  a 
restriction  of  both  milk  and  cream  supplies  to  New  England  territory, 
Massachusetts  is  a  great  consumer  state.   Farming  is  of  less  importance. 
If  New  England  were  all  one  state  we  night  be  able  to  have  a  situation 
comparable  to  that  in  New  York  territory.   But  what  has  happened  in 
New  England,  as  compared  to  New  York,  is  this:   New  England  has 
attempted  to  take  care  of  all  her  fluid  milk  needs  and  the  cream 
market,  to  a  very  large  extent,  during  the  short  season.   Now,  of 
course,  the  price  that  you  get  for  milk  sold  as  fluid  milk  is  higher 
than  for  milk  sold  as  cream.   The  greater  the  amount  you  can  sell  as 
fluid  milk,  the  higher  your  net  price  will  be.   Switching  to  supplies 
from  the  mid-west  has  raised  the  net  price  to  the  farmers  in  New  Eng- 
land territory,  due  to  selling  a  higher  percentage  as  fluid  milk. 

The  New  York  territory  is  not  only  producing  sufficient  milk 
to  take  care  of  its  fluid  milk  requirements,  but  also  the  cream 
requirements.   The  price  that  it  gets  for  the  product  in  cream  perhaps 
does  not  return  as  much  as  for  the  fluid  milk,  but  through  handling 
the  market  situation  as  it  does.  New  York  has  been  able  to  maintain 
good  prices  on  cream.   This  is  reflected  back  into  the  producer's 
price  and  has  given  some  very  excellent  returns,  better  than  our 
market  would  give  for  cream.   I  think  that  from  the  New  England  stand- 
point and  from  Vermont's  standpoint,  if  New  York  market  wants  more 
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milk,  we  ought  to  malce  every  attempt  v/e  can  to  sell  every  pound  of 
fluid  '"jilk  possible  from  Nevf  i-ngland  into  the  Nev;  York  markets, 
iDrovided  Boston  has  sufficient,  for  the  reason  that  the  nore  fluid 
milk  you  sell  the  more  money  you  have  to  distribute. 

Vermont  for  the  first  five  months  this  year  has  been  shipping 
to  New  York  more  milk  but  less  cream  than  last  year.   From  January 
to  June  1st  in  1329,  Vermont  shipped  to  Nev  York  95,793  more  cans  of 
milk  than  in  1928.   During  the  same  period,  Vermont  reduced  her  cream 
shipments  to  New  York  14,732  cans  as  compared  v/ith  the  previous 
year  or  expressed  in  milk  equivalent  reduced  the  amount  of  milk 
shipped  as  cream  143, 6C0  cans.   So  the  net  amount  of  nroduct  expressed 
in  milk  shipped  from  Vermont  to  Nevif  York  was  48,000  cans  less  this 
year  than  last. 

So  far  as  supplying  the  New  York  market  from  Vermont  is  concerne 
it  seems  to  me  that  v/e  should  ship  all  the  fluid  milk  v/e  can  to  take 
care  of  that  market.   To  the  extent  that  New  York  market  needs  it. 
New  England  ought  to  ship  all  the  fluid  milk  it  can  and  take  New 
England's  cream  supply  from  the  mid-west. 

Looking  toward  production  conditions  for  this  fall  in  Nev/  Eng- 
land, let  us  analyze  some  of  the  factors  that  brought  about  the  drop 
in  production  last  fall.   Those  factors  were  mainly,  (1)  Reduced 
number  of  cov/s,  (2)  Unfavorable  relationship  of  milk  prices  to  grain 
prices  in  the  Spring  of  1928,  (3)  The  poor  hay  crop  Vi/hich  lacked  clover. 
On  the  first  item.  I  think  there  is  no  question  but  what  more  cows  will 
be  milked  this  fall  than  liist  fall.   The  average  production  v/111 
probably  be  lovirer  because  the  more  young  cows  you  bring  into  the  herd 
the  lower  the  production  will  be. 

There  is  still  a  trend,  however,  tov/ards  less  milk  being  pro- 
duced in  November  and  more  in  the  summer;  a  trend  toward  summer  rather 
than  winter  production.   Returns  from  the  Vermont  Department  of 
Agriculture  on  monthly  deliveries  of  milk  to  plants  indicate  that  up 
to  about  1922  there  v;as  a  constant  tendency  for  more  of  the  year's 
supply  to  be  produced  in  November.   Since  then   the  tendency' has  been 
for  less  of  the  -year's  supply  to  be  made  in  November,  an  unfavorable 
factor  offsetting  part  of  the  trend  tov/ard  more  cows. 

On  the  second  item,  the  matter  of  unfavorable  milk  prices  as 
compared  with  the  price  of  grain,  the  situation  has  been  much  more 
favorable  during  the  past  three  or  four  m.onths  than  it  war-  last  year. 

On  the  third  factor,  the  quality  of  hay  and  amount  of  clover, 
it  looks  nov/  as  if  the  hay  crop  would  bo  much  better  than  last  year 
with  an  abundance  of  clover  bringing  about  a  more  favorable  situation 
here.   Checking  all  these  factors  over  it  rather  seems  to  me  that 
we  will  have  a  larger  production  of  milk  this  coming  fall  than  we 
did  last  fall. 

I  was  rather  interested  in  the  price  that  Dr.  Ross  mentioned  on 
cream.   I  talked  with  a  gentlemen  from  Indiana,  the  third  largest 
mid-west  cream  shipping  state,  and  was  told  that  his  price  on  con- 
tract cream  supplied  to  the  Chicago  market  is  19  cents  per  pound 
of  buttcrfat  over  Chicago  extra  butter.   In  arriving  at  the  price 
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pcr  can  of  40/2  cream  at  Chicago,  one  nultiplies  the  Chicago  extra 
butter  price  plus  19  cents  by  35  pounds  of  buttrrfat.   His  freight 
is  about  6C   cents  per  can  to  Chicago  as  compared  v;ith  $1.12  to 
Boston.   To  obtain  the  same  amount  at  Boston  as  at  Chicago,  this 
Indiana  cream  shipper  would  h we  to  get  on  a  yearly  contract  from 
20i  to  21  cents  per  pound  of  butter  fat  over  Chicago  extras,  and 
that  v/ould  figure  out  around  19  cents  over  Ncv;  York  extras.   I  under- 
stand the  contracts  for  Land  0' Lakes  cream  call  for  about  20^  cents 
over  Kev7  York  extras  f  .o.b.  Boston,  figuring  33  pounds  of  butterfat 
per  c  n.   These  prices  give  ^n  idea  of  the  cor-^pc-tition  Nf:w  England 
must  meet,  providing  there  is  •^n  absolutely  free  market,  and  the 
quality  is  the  same. 

The  difference  in  transportation  cost  of  cream  from  Nev/  England 
points  and  from  m.id-v;est  points  is  4^-  cents  per  pound  of  butterfat. 
In  other  v:ords  IJev;  England  has  the  advantage  over  Minnesota  in  the 
matter  of  transportation  cost  on  cre^.m  of  4^-  cents  per  nound  of 
butterfat  equal  to  about  17-|-  cents  pf  r  cv/t.  of  milk.   The  K?  v/  England 
farmer  who  compotes  with  the  Minnesota  farmer  in  the  cre'-'m  market  is 
comneting  on  a  pretty  narrov;  margin.   On  the  milk  market,  vrith 
freight  rate  from  Chicago  of  HI.  19^  a  can  to  Boston,  the  Nev;  England 
dairyman  has  a  large  margin.   The  difference  in  transportation  costs 
on  fluid  milk  to  Boston  from  Nev;  England  points  and  from  Chicago 
represents  about  20  cents  per  pound  of  butterfat  or  87-|  cents  per 
cv.'t,  of  milk,  as  compared  with  the  advantage  on  cream  of  only  4|-  cents 
per  po-ond  of  butterfat  or  17^  cents  per  cv:t.  of  milk. 

'v.c  have  had  occasion  to  compare  price  for  fluid  nilk  in  Boston 
with  Chicago  prices  plus  freight  and  v/e  very  seldom  have  found  Chicago 
prices  plus  freight  less  than  the  price  we  are  charging  our  dealers 
for  fluid  milk.   If  we  had  tank  car  rates  in  effect  on  a  basis  of  the 
comparison  botv/ecn  can  rates  and  tank  car  rates  in  Chicago  territory 
it  might  be  a  different  story. 

Looking  into  the  situation  as  f'^r  as  increased  production  in 
Hew  England  is  concerned,  I  think  Ver'iont  can  ship  more  fluid  milk 
by  turnin'^  some  o.f  her  cream  into  fluid  milk  during  the  short  season. 
There  may  be  some  increase  in  Kev;  Hampslilre.   The  state  of  Il'-ine  is 
attempting  to  increase  the  supply  of  fluid  milk  but  has  a  lot  to  do 
before  she  v?ill  be  a  large  factor  in  the  fluid  milk  market.   Maine 
has  dcvfloned  this  year  a  seven-day  milk  train  from  Maine,  and  a 
considerable  portion  of  her  dairymen  arc  changing  over  to  daily 
delivery.   Maine's  supnly  of  milk  will  no  doubt  increase  but  she  \'ill 
have  to  meet  the  problem  of  transportation  costs  from  farm  to  creamery, 
which  perhaps  does  not  justify  d^iily  deliveries  of  milk,  because  of 
volume  of  production  per  dairy. 

Looking  into  the  fall,  I  wouldn't  be  surprised  if  last  fall  was 
the  shortest  one  vie   will  have  had  for  a  fev/  years.   About  1931  or 
1932  wc  will  probably  have  an  opportunity  to  learn  to  what  extent  the 
machinery  set  up  for  the  purpose  of  stablizing  milk  pric  s  in  the 
Boston  market  can  be  effective  in  holding  a  reasonable  lev  1  of  milk 
prices  in  our  territory. 
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DISCUSSION 

Dr.  H.  Metzger 

I  am  not  so  sure  just  vrh'-'.t  I  v/as  to  talk  about.   I  came  into 
Washington  the  other  day,  was  in  for  less  than  one  d''-.y,  and  v^as  told 
I  was  on  a  program  up  in  Vermont.   Prom  the  correspondence  I  found 
sof^e  reference  to  survey  which  v^e  were  starting  in  Philadelphia. 

I  don't  think  that  I  can  ?,Gd  anything  to  t^-e  oicture  of  the 
New  York  and  New  England  market  situation  v;hich  Dr.  Koss  and 
Mr.  Bronson  have  already  given  you. 

In  connection  with  the  Philadelphia  survey  vhich  I  mentioned, 
a  consumer  survey  in  that  market  is  not  an  attempt  to  duplicate  the 
v^ork  A-vhich  Dr.  Ross  has  done  m  the  New  York  or  Chicago  markets,  but 
rathi-r  'a  little  supnlementar y  work  done  largely  on  the  instigation 
of  the  Institute  Milk  Producers  Assof.iation  and  Dniry  Council  to  find 
out  the  effect  of  their  efforts  on  the  consumers  of  Philadelphia  and 
New  York. 

VJe  have  tiken  records  fron^  driver's  books.   Vve  are  trying  to 
make  some  comparison  v'ith  a  record  that  v/e  have  of  five  years  ago. 

Vi/ith  respect  to  control  of  surplus  problem,  evening  up  pro- 
duction throughout  the  year,  I  v'ant  to  point  out  something  in  this 
trend  that  has  taken  place  among  co-operatives.   About  1918,  the 
Baltimore  people  started  on  their  basic  surplus  clan,  and  I  think 
the  Philadelnhia  people  started  late  in  tlis  fall  of  1913,  Connecticut 
in  19^0,  the  Baltimore  and  Philadelphia  people  operating  on  the  basic 
surplus  plan,  and  the  Connecticut  people  on  the  contract  plan,  v/ere 
about  the  only  associations  that  were  attempting  by  some  scheme  to 
even  up  the  production  throughout  the  year.   Most  of  you  are 
familiar  v/ith  the  Baltimore  and  P'-^iladelohia  olans  of  taking  an 
average  of  the  three  falls,  malcing  this  the  basic  production  of  the 
farmer  for  the  year  and  paying  him  for  an  amount  in  excess  of  this 
average,  surplus  orice,  and  for  an  amoiint  equal,  basic  price.   The 
Connecticut  plan  lets  the  farmer  name  the  amount  he  v/ishes  to  pro- 
duce throughout  the  yc - r  and  penalizes  him  if  he  fails  or  produces 
more  than  that  in  any  month.   Since  that  time  a  number  of  other 
organizations  have  adopted  one  or  the  other  of  the  plans  or  modifica- 
tions of  these  plans.   I  believe  Washins^ton  v^'as  one  of  the  next  to 
take  up  a  plan,  v;hich  operates  similarly  to  the  plan  now  in  use  in 
Brltimore.   Chicago  has  adopted  a  basic  surplus  plan,   Pittsburg 
has  adopted  a  basic  surplus  plan,  and  I  believe  Columbus  and  Cleveland 
have  a  modification  of  the  Connecticut  plan.   Chicago,  Seattle  last 
year,  and  Tulsa,  Oklahoma  have  adopted  the  basic  surnlus  plan.   And 
I  understand  Nrv;  England  will  adopt  some  fovm  of  surplus  control  along 
that  line. 

Chairman  CoMey:   There  seems  to  have  been  several  points  brought 
out  in  the  last  two  talks  that  should  warrant,  it  seems  to  me,  some 
discussions.   Vermont  is  supnlying  milk  to  both  territories.   Anything 
that  affects  demand  and  supply  in  those  ! wo  territories  indirectlv 
affects  Vermont. 

Dr.  Young:   I  v;ould  like  to  raise  one  question  about  these 
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vrcstcrn  prices  of  cresim.   As  I  und  rst'md  it,  v/cstcrn  crer.m  is  being 
sold  at  some  18  -  20  cents  over  Kcv/  York  prices  for  92  score  butter? 
In  any  event  that  pT.rtly  explains  the  reason  for  your  statement  that 
so  far  as  Nev/  England  is  concerned  our  advantage  is  tov/ard  pure 
fluid  milk,  which  was  not  the  case  in  New  Y^^rk  State,   You  have 
Class  2-A,  perhaps  92  score  butter,  plus  50%  or  ten  cents  over  Boston? 


•  «  •  • 


Co'irn.ent:   Yes,  but  you  have  added  transportation  costs  and 

Dr.  Young:   With  that  in,  v/ould  not  Glass  2-A  bring  as  much 
money  as  v/estcrn  cream? 

Ansv/er:   Pretty  close  to  it. 

Dr.  Ross:   The  qu'.stion  has  been  raised  about  Pennsylvania 
people  producing  for  a  fluid  nilk  market  and  depending  on  the  V\lest 
for  cream.   Since  v;e  arc  now  producing  sufficient  milk  to  fill  both 
the  milk  and  cream  demand  of  Ncv;  York  and  at  a  price  consider-- bly 
in  excess  of  western  cream  prices,  v^e  are  better  off  than  we  vrould 
be  if  we  produced  cream  in  direct  competition  v/ith  western  dairymen. 
It  might  be  that  we  could  let  in  v/cstern  cream  and  after  a  few  years 
starve  out  the  dair;^Tnen  that  arc  now  producing  the  cream  supply.   This 
would  give  a  better  price  to  those  th'"'t  were  still  producing  fluid 
mil]<:  but  v;ould  be  hard  on  those  that  v/ero  forced  out  of  business. 
In  New  England  you  are  already  in  direct  competition  v-'ith  western  cream 
and  therefore  sell  on  the  basis  of  v.'estorn  prices.   If  you  c^mnot  gain 
a  monopoly  of  yo'ir  cream  market,  perhaos  you  had  better  let  it  go  to 
the  western  producers  but  we  have  a  quality  monopoly  and  hope  to 
maintain  it. 

Dr.  Young:   In  the  long  run  v.;on '  t  that  mean  that  New  York,  in 
order  to  get  milk  in  competition  v/ith  Boston,  v/ill  have  to  pay  a 
higher  price  for  fluid  milk  th'-.n  Boston  dealers  will  have  to  pay. 

Dr.  Ross:   Vi/e  expect  to  keep  our  composite  price  above  what 
yours  is,  if  you  let  western  cream  come  in. 

Dr.  Young:   When  Boston  buys  milk  at  8  l/2  cents  and  if  New  York 
gets  nilk  in  direct  competition,  won't  they  have  to  pay  about  nine 
for  the  fluid  milk? 

Dr,  Ross:   I  think  that  is  what  happens  under  the  utilization 
price  plan. 

Comment:   That  is  what  happened  last  year,  -  Hood  was  in  line 
with  Sheffield  because  they  were  selling  about  9^  as  fluid,  and 
Sheffield  something  like  seven. 

Dr.  Young:   The  retail  price  in  Boston  is  14|  cents,  and  in 
New  York  16  cents? 

Dr.  Ross:   Yos,  the  fluid  price  is  higher  than  the  Boston  dealer 
has  to  pay. 

Dr.  Young:   Due  to  the  fact  that  you  have  a  closed  market  for 
cream,  v;hich  vm   hope  you  will  keep? 
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Dr.  Ross:   That  will  depend  to  some  extent  on  what  Vermont  and 
Massachusetts  and  some  other  states  will  send  down  next  fall. 

•:^ucstlon;   Has  ^'^r .  Bronscn  cvur  figured  out  hov;  much  the  composite 
farm  price,  the  not  price  to  the  farmers,  for  the  whole  year  in  the 
Boston  milkshed  would  be  if  we  attempt  to  sell  the  entire  cream  to 
that  market,  as  v/cll  as  the  fluid  milk,  and  if  that  cream  v;r.s 
composited  as  surplus  into  fluid  milk,  hov/  much  would  that  reduce  the 
price? 

Mr.  Bronson:   I  don't  ■-novr.   I  have  not  figured  that.   Last 
November  the  Hood  price  v/as  around  $3.25  a  hundred  with  aboiit  10^ 
surplus.   If  they  have  taken  care  of  cream  requirements.  I  should 
suppose  their  price  would  have  been  under  ft3,  if  they  had  taken  all 
their  cream  from  New  England  noints,  but  it  v/as  abovit  $3.25, 

I.  G.  D'vis:   I  have  heard  the  statom.ent  m-;ido  tv;o  or  three 
times  that  it  is  good  nolicy  for  Nuw  England  to  throw  avfay  her  cream 
market  and  go  to  producing  fluid  milk  only,  ^:ind  I  am  just  raising  the 
question  whether  that  is  so  "hen  you  consid^Jr  th',  advantage  in  form 
of  business.   Is  it  an  established  fact  that  throwing  away  the  cream 
market  is  a  good  thing  for  Hev:  England" 
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Mr.^  Bronson:   I  think  nobody  c^m  answer  that  positively  one  way 
or  anoth.er. 

Mr.  Heaps:   I  would  consider  th.t  very  seriously  before  I  threw 
away  a  cream  market  and  undertook  to  dovelon  and  maintain  only  a 
fluid  milk  market.   You  have  to  have  some  place  to  absorb  that 
uncontrollable  surplus.   I  believe  you  would  come  nearer  maintaining 
your  cream  market  if  you  had  a  supply  that  you  could  drav;  from  in 
time  of  shortage.   Last  fall  when  people  in  Kev;  England,  peonle  as 
far  south  as  Philadelphia,  were  short  of  milk,  wc  had  plenty.   I 
think  our  surplus,  the  shortest  month  that  v;o  had,  w^'S  something 
around  28>c .   Therefore,  we  v;ere  able  to  guarantee  our  supply  through- 
out the  year  and  maintain  our  basic  price  for  six  years  this  fall. 
In  our  market,  it  has  some  very  distinct  advantages.   Wo  wouldn't 
want  to  throw  away  our  cream  narJcet .   Altogether,  I  think,  as  we  take 
our  basic  price  plus  our  surplus  price,  with  protection  for  controlling 
our  fluid  production,  our  surplus  milk  p^.ys.   I  believe  there  is  more 
profit  in  the  last  ten  gallons  produced  than  in  the  first  ton.   From 
my  standpoint,  I  certainly  would  spend  a  lo.t  of  tim.c  before  I  wouM 
think  of  giving  up  my  cream  trad-.  . 

Q,uestion:   You  are  restricted,  ilr.  Heaps,  on  cream? 

Mr.  Heaps:   wc  have  the  same  regulations  on  cream  that  we  have 
on  fluid  milk  except  that  our  Health  D(.partment  allows  pre-p-steurized 
cream  to  come  in,  v/hich  they  don't  on  milk.   If  you  c^.n  throw  down 
the  barriers  and  say,  "we  nuit  go  somevrhere  and  get  cream  for  our 
people  arc  not  making  any  effort  to  take  c'.re  of  us,"  then  wc  d(,sire 
to  got  our  cream  and  milk  from  the  s^mc  section.   You  m.ay  find  that 
buyers  will  go  v/here  the  milk  and  cream  can  be  produced  cheaper. 

Question:   What  does  40J^  cream  cost  your  dealer,  delivered  at 
B^ltim.ore,  delivered  und-jr  your  CI'  ss  2? 
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Mr.  Heaps:   If  butter  was  45  cents  I  think  that  would  make  milk 
mad^  into  butter  worth  19  cents  a  gallon.   Forty-five  cents  plus  2Q% 
would  make  milk,  made  into  that  butter,  worth  19  cents  a  gallon.  \>e 
figure  that  butter  at  45  cents  would  cost  the  dealer  y26  a  can  for 
40^0  cream. 

Comment:   Ij'estern  cream  can  be  landed  in  that  same  market  for 
about  (;18.50. 

Mr.  Heaps:   They  sell  cream  to  the  ice  cr-eam  people  for  .)1.19 
discount,  and  that  v/ould  make  cream  ;^/24 .  25 .   The  health  Department 
will  not  oerrait  the  outside  cream  to  come  in  until  the  nearby  cream 
is  all  used. 

Question:   It  gives  7"ou  a  margin  that  you  can  turn  over  to  the 
producer  in  Class  2,  of  ,■^6   to  '}Q   a  can? 

Ilr.  Heaps-   That  has  to  be  produced  under  Health  Department 
inspection,  shipment,  tested  cows,  etc* 

Question:   You  have  already  paid  the  freight  on  that  milk,  as 
milk,  from  the  country  to  the  city? 

Mr.  Heaps:   As  a  matter  of  fact,  the  dealer  gets  a  margin  of 
all  that  is  condensed.   The  farmer  nets  fo^   that  milk  four-fifths  of 
a  cent  less  than  he  vould  if  he  shipped  direct  to  the  city.   To  offset 
that,  he  doesn't  have  to  cool  his  m.ilk.   We  can  take  our  morning's 
milk  from  the  farm  before  eight  o'clock,  to  the  plant  without  cooling. 

Dr.  Young:   The  question  of  the  differences  in  nrice  has  been 
raised.   The  reduction  in  price  m.ay  be  partially  ansvrered  by  comparing 
the  Turner  Center  nrices  last  ^'^ovember  with  the  Hood  prices,  or  the 
VJhiting  prices  with  the  Hood  prices.   The  'whiting  price  last  November 
was,  as  I  remember,  around  31  cents  a  hundred  less  than  the  Hood 
price.   The  VJhiting  people  didn't  supply  all  of  their  cream  require- 
ments from  their  ovm  milk  supply.   Perhaps  with  a  :j;7  differential 
on  cream,  one  can  afford  to  produce  for  the  city  market,  but  to  talk 
about  producing  cream  when  it  returns  at  the  present  time  around 
f|l.8o  for  Class  2  milk  in  the  Eleventh  Zone,  v/hile  the  Class  1  price 
in  the  same  Zone  is  about  ;;;o.33  is  nonsense.   It  v/ould  be  interesting 
to  hear  what  the  dealers  think.   If  a  farmer  can  sell  to  a  dealer  who 
is  supplying  his  cream  requirements  or  to  one  wjio  is  not,  his  compos- 
ite price  will  be  higher  in  the  latter  case.   He  would  be  a  fool  not 
to  go  v/here  he  can  get  the  most  money.   Ivhether  or  not  a  man  is 
selfish  in  trying  to  supply  milk  for  which  he  can  get  only  $1.83 
when  some  of  it  brings  about  $3,  seems  to  me  to  be  rather  a  far- 
fetched question^.   As  far  as  New  York  City  is  concerned,  with  that 
differential  of  $7  a  can,  we  should  give  any  help  that  we  can  to 
maintain  a  closed  market,  but,  to  my  judgment,  there  is  no  use  trying 
to  maintain  cream  production  in  the  Boston  market  with  bars  down.' 

Cor-ent:   If  they  want  to  keep  that  market  of  New  York  closed, 
the  thing  to  do  is  to  help,  and  if  there  is  a  supply  of  milk  for  ten 
or  fifteen  years,  it  seems  to  me  your  program  of  leveling  dovrn  th^t 
cream  market  for  the  fall,  would  be  the  finest  thing  that  ^ould  be 
done. 


Dr.  Young:   The  sut^.mer  price  of  02.03  is  not  enough  to  care  a 
continental  v/hether  you  keep  it  or  not. 

Question:   That  lov;  '^unner  price  in  Vernont  is  >-'ecause  of  the 
type  of  Vermont  production,  isn't  it? 

Dy,.    Young:   It  has  been  like  that  up  to  the  present  time 
because  the  time  to  sell  low-priced  milk  is  in  the  su'^mertime. 

Cor^ment:   I  don't  think  it  has  been  evened  up  quite  enough. 

Dr.  Young:   lio,  it  has  not. 

Comment:  I  am  wondering  if  you  could  afford  to  supply  that 
market,  if  you  get  the  same  price  as  the  New  York  market?  I  think 
our  price  for  cream  v^ras  O'''  to  "j8  a  can  lower  than  New  York. 

:^uestion:   Vjhat  effect  does  the  spring  pri^-e  have  on  fall 
supply?   I  know  it  has  been  the  oolicy  in  many  markets  to  drop  the 
price  down  in  the  Spring,  and  shoot  it  up  in  the  Fall.   It  cut  off 
consumption  v;hen  the  price  n-ent  up  in  the  Fall,  but  it  didn't  In- 
cre'-:se  consumption  at  the  same  rate  when  it  went  dov\fn  in  the  Spring. 
In  other  words  we  took  money  av:ay  f rorT  the  farmer  to  give  it  to  the 
consumer.   The  farmer  needs  that  ''loney  .iust  as  badly  in  May  and  June, 
and  I  think  a  little  more  so,  (for  ho  is  getting  ready  for  fall  pro- 
duction) than  he  does  ?,-n  Hovem.ber  and  December  when  everything  is 
frozen  up.   Our  experience  in  Baltimore  has  been  that  if  you  can  get 
a  basic  quantity  allocated  to  the  producer,  v;ithout  limiting  produc- 
tion, and  standardize  the  basic  price  carrying  that  for  tv;elve  months, 
you  will  be  almost  certain  to  got  your  milk  for  tv;elve  months.   In 
our  market  there  has  not  been  over  a  five-gallon  difference  per  shipper 
between  summer  and  fall  shipments.   The  farmer  know.s  he  is  going  to 
get  that  in  May  and  June,  he  knows  he  is  going  to  get  that  in  the 
Fall,  and  he  m.aintains  his  production.   He  has  got  his  m^ilk  check 
guaranteed  on  a  straight  price.   I  th.ink  there  seems  to  be  some 
question  as  to  hov/  to  maintain  a  normal  supply  of  milk  and  I  just 
asked  the  question  and  ansi'crcd  it  by  giving  you  our  experience  in 
Baltimore.   I  don't  believe  you  can  m.aintain  a  norm.al  supply  of  milk 
by  changing  your  prices  dov;n  in  the  Spring  and  up  in  the  Fall. 

Question:   Of  course  ^  i'ir.  Heap,  unless  a  man  maintains  his 
business  ]ie  is  out  of  luck  during  the  year? 

Mr.  Heaps:  That  is  rights 

Mr.  Bronson:   It  seems  to  me  tlie  extra  price  the  farmer  gets 
during  the  summer  helps  him  to  maintain  production  during  the  winter 
time . 

Mr.  Heaps:   And  helps  him  to  keep  in  business  in  the  v/inter. 

Dr,  Young:   And  helps  him  to  keep  in  business  until  winter 
comes.   There  is  a  lot  of  advantage  in  having  some  mon^^y  cone  in  in 
the  sum'-iertime  v/hen  exnenscs  are  heavy.   From  the  standpoint  of 
budgeting  the  farm,  business  throughout  the  year,  there  is  a  tremendous 
advantage  in  a  standardized  and  even  price  for  milk. 
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Mr.  Ross*,   'vjithout  so;">o  sort  of  senson?.!  rating  nlan,  such  as 
vre  have  been  vforlcing  on  in  Ncv;  York,  one  thing  is  certain,  that  if 
you  pay  high  sunmcr  prices  you  are  going  to  have  oov;s  freshen  in  the 
spring.   There  arc  tv/o  v;ays  of  getting  nore  'lilk  in  the  fall  vvithout 
such  a  plan.   First,  you  can  get  increased  fall  production  through 
stimulation  by  better  feeding,  etc.   The  better  price,  i/'hi.ch  v:ill 
bring  that  increase  in  November  production,  must  cone  in  the  spring. 
Such  production  as  v/e  e.nticipate  next  fall,  through  stimulation,  we 
can  get  by  hirh  snring  prices.   But  the  other  way  is  by  breeding 
and  Vire  anticipa^-e  getting  a  short  tine  heavy  fall  production  by  pairing 
high  sprinp'  Torices.   However,  from  the  long-tine  standpoint,  we  are 
causing  our  far'^ers  to  breed  nore  and  '-^.ore  cov/s  for  spring  nroduction. 

Chairman:   I  hate  to  break  up  the  discussion,  but  it  will  ta]-e 
all  of  the  tine  betv/een  ■  ow  and  5;15  to  get  aboard  the  boat,  and  I 
suggest  that  we  continue  the  discixssion' on  the  boat. 

Adjournment  of  Thursday  afternoon  ses'^ion. 

DEVELOP'IEITTS  AlIB  TRENDS  IN  COOPERATION. 

Prepared  by  A.  V\/.  McKay,  v;ho  wa-  unable  to  be  present. 
United  States  Dop  )rtmcnt  of  agriculture. 

The  nur-'ber  of  active  associations  Vv'as  at  one  time  considered 
the  chief  indication  of  the  progress  -lado  in  agricultural  cooperation. 
Under  present  day  conditions  this  factor  is  of  minor  importance. 
Although  the  total  nunber  of  associations  has  increased  slov;ly  since 
1923,  vJhen   the  crest  of  the  most  recent  v;ave  of  expansion  was  reached, 
the  large-scale  associations  are  gaining  ".ore  and  more  nrordnence . 
Federation  and  consolidation  have  a  tendency  to  ]iold  dovm  expansion 
in  numbers.   At  present  over  one-third  of  the  agricultural  cooperative 
m.arketing  and  purchasing  business  m  the  United  States,  measured  m 
dollars,  is  carried  on  by  200  largo  organizations. 

Agricultural  cooperation  has  followed  the  lead  of  industry  in 
its  progression  from  small  to  large-scale  business  units,   ''odern 
econom.ic  conditions  have  made  such  a  change  essential.   Cooperation, 
however,  differs  from  orivate  business  m^that  it  has  a  social 
significance,  and  is  based  upon  an  underlying  strata  of  human  relation- 
ships.  For  that  reason,  coonerative  organizations  must  maintain  close 
contacts  with  their  individual  '^^embers  -  much  closer  than  the  contacts 
of  a  large  cornoration  with  its  stockholders.   The  relationship  between 
the  farmer  and  his  as<-ociation  goes  beyond  a  relationship  established 
for  the  purpose  of  obtaining  a  profit  on  invested  capital.   The  nolicies 
and  practices  of  his  association  have  a  direct  bearing  on  the  pro- 
ducer's farm  income,  on  his  scale  of  living  and  on  his  relations  with 
his  neighbors.   It  was  failure  to  realize  the  far-reaching  significance 
of  this  phase  of  cooperation  v/hich  led  to  the  failure  of  m-..ny  of  the 
early  attempts  to  form  large-sc-lc  cooperatives. 

The  history  of  the  cooperative  movement  in  this  country  shows 
that  there  were  throe  stages  m  its  development.   The  earliest  associa- 
tions were  locals,  and  early  developments  in  cooperative  marketing 
v.'ere  concerned  with  the  performance  of  local  services.   The  grain 
farmers,  for  example,  organized  cooperative  elevators  to  correct  abusr-s 
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vifhich  had  crept  into  the  loc.l  v/cighing  and  grading  of  gr-^in,  and  to 
reduce  the  spread  between  local  and  terminal  prices.   Livestock 
shipping  associations  were  forned  because  of  the  large  margins  taken 
in  many  instances  by  local  buyers.   Grov/ers  of  fruits  and  vegetables 
form.ed  cooperative  associations  to  reduce  the  cost  of  grading  and 
pac^cing  their  products,  or  to  improve  the  grade  and  pack.   In  a  few 
instances,  a  number  of  locals  federated  to  form  a  central  sales 
agency,  but  generally  the  cooperatives  did  not  extend  their  activities 
beyond  the  local  sbipping  point. 

About  1920,  or  earlier,  a  nev;  corception  of  the  possibilities 
of  cooperation  v;ar,  -.dvanced  and  v.'idely  advocated.   This  theory  of 
cooperation  stressed  the  centralized  control  of  selling,  and  resulted 
in  the  formation  of  a  large  number  of  centralized  associations.   By 
the  most  enthusiastic  advocates  of  this  nev/  movement,  the  services  of 
the  local  associations  were  regarded  as  of  small  imnortance.   Success- 
ful cooperative  ■■marketing,  it  v/as  stated,  should  be  based  on  control 
of  large  volume.   This  v;ould  give  the  farm.ers'  organizations  a  voice 
in  determining  the  market  price,  and  would  enable  it  to  sell  at  the 
time  and  nlace  of  greatest  demand.   In  brief,  it  would  take  away  from 
the  buyers  control  over  the  price  and  conditions  of  sale  and  give  this 
power  to  the  cooperative. 

In  order  that  the  association  night  be  assured  control  of  the 
product,  the  centralized  associations  v;ere  formed  with  long-time, 
'iron-clad"  contracts.   By  the  terms  of  these  contracts,  the  farmer 
agreed  t'o  deliver  his  product  to  the  association  for  a  period  of  five 
or  seven  years.   He  could  not  vrithdraw  during  this  period,  and  in  the 
event  he  violated  his  contract,  he  v/as  liable  for  damages,  including 
the  costs  of  any  legal  action  that  might  be  brought  against  him,  and 
the  association  could  obtain  an  injunction  to  prevent  further  viola- 
tions . 

With  legal  assurances  that  the  nroduct  would  be  delivered  to 
the  association,  it  was  natural  that  the  leaders  in  this  nev;  movement 
should  have  given  little  consideration  to  the  attitudes  and  point-of- 
view  of  the  members.   In  fact,  it  was  stated  by  some  that  the  members' 
part  in  the  cooperative  movement  consisted  solely  in  the  delivery  of 
his  product.   As  might  be  expected  also,  the  theory  of  commodity 
control  created  expectations  which  it  was  found  impossible  to  fulfill. 
It  led  in  some  instances  to  extravagant  management.   VJhen  it  is  be- 
lieved that  the  costs  of  operation  can  easily  be  m.et  by  an  increase  in 
the  selling  price  of  the  product,  there  is  a"  constant  tem.ptation  to 
add  to  this  cost  in  varioixs  v/ays. 

The  mistakes  described  in  the  preceding  paragraph  have  been 
corrected  as  the  leaders  in  the  movement  have  gained  experience.   In 
addition,  the  centralized  associations  have  made  contributions  to 
cooperative  marketing  which  have  more  than  offset  any  unsound  features 
found  in  the  original  plan.   They  can  be  fairly  credited  with  giving 
prominence  to  the  possibilities  of  large-scale  cooperative  organiza- 
tions.  The  experiments  m.ado  with  cotton,  tobacco  and  grain  have  en- 
couraged other  groups  to  develop  associations  on  a  broader  and  more 
comprehensive  scale  than  had  formerly  been  attempted.   This  movement 
is  now  going  forward  on  a  more  substantial  basis  than  v;hen  the  central- 
ized associations  were  first  formed.   The  leaders  in  the  present-day 
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Movement  have  profited  by  both  the  successes  i^md  failures  of  the 
earlier  organizations. 

Agricultur-il  cooperation  has  now  entered  the  third  stage  of  its 
develoDient.   In  this  st.;ge,  ive  find  that  the  strong  features  of  th© 
loc  \1  and  centralized  associations  are  contributing  to  the  nrogress  of 
the  movement.   The  members'  interest  and  participation  m  the  organiza- 
tion are  encouraged  through  the  form:tion  of  local  units,  throu,qh 
information  cont'.ined  in  the  liouse  org  .ns  of  th.e  associations  or 
disseminated  by  the  field  service  departments.   The  management  is  more 
resDonsive  to  the  needs  and  vishes  of  the  members.   There  are  fewer 
hard-and-fast  theories  ret^arding  cooperation,  and  more  effort  to 
place  the  associations  on  a  practical  vforking  basis.   I.Iembership  con- 
tracts generally  have  been  modified  so  as  to  permit  dissatisfied 
members  to  v/ithdraiv  during  a  certain  period  each  year,  and  changes 
have  been  made  in  selling  and  nooling  practices  by  many  associations 
so  as  to  better  meet  the  financial  needs  of  the  members. 

Present-day  cooperation  is  fortunate  in  possessing  more  and 
better-equipped  farmer-leaders  than  v^ere  available  ten  years  ago. 
This,  of  course,  is  a  development  which  mirht  have  been  anticipated. 
As  farmers  become  riore  fam.iliar  v;ith  the  marketing  side  of  their 
business,  they  become  setter  prepared  to  as.':.u':'e  le^deiship  in  their 
cooperative  organizations.   This  f^ct  is  the  best  possible  assurance 
of  the  stability  and  permanence  of  the  cooperative  associations. 
Hovi/ever,  the  present  dGvelopm>-nt  in  agricultur-.l  cooperation  is 
characterized  by  continued  attempts  to  develop  farmer  leadership  and 
to  educate  the  producers  in  cooperitive  principles  and  marketing 
practices.   It  is  characterized  also  b;/-  Increased  effort  to  bring  the 
orpranizations  closer  to  the  members  and  to  make  policies  conform  as 
closely  as  oossiblc  to  their  needs  and  wishes.   The  agricultural 
colleges,  extension  services  and  agricultural  high  schools  in  many 
states  have  had  an  important  part  in  this  movement. 

During  the  last  three  years,  the  Division  of  Cooperative 
Marketing  has  been  conducting  studies  of  m.embrrship  relations  and 
attitudes.   Similar  work  is  being  c  rried  on  by  some  St'^te  Agricultural 
Colleges,  either  in  cooperation  vrith  the  Division  or  independently. 
These  studies  have  resulted  in  a  radical  change  in   ttitude  toward 
cooperative  m^rketing  rosoi.rch.   Today  no  major  study  of  cooperative 
marketing  organization  is  regarded  as  complete  until  a  survey  has  been 
made  of  the  point  of  vicvir  of  the  m.,mbers.   The  importance  of  such 
surveys  is  also  coming  to  be  recognized  by  directors  and  managers  of 
cooperative  associations.   Recently  one  of  the  most  successi^ul 
associations  on  the  Pacific  Coast  requested  a  study  of  its  raombors ' 
attitudes,  realizing  that  this  study  night  revc'^l  many  ways  in  v/hich 
apparently  highly  satisfactory  service  might  be  improved. 

Vdhat  members  think  about  their  association,  in  brief,  is  the 
important  factor  in  membership  relations.   It  makes  little  difference 
whether  or  not  the  members  have  a  correct  basis  for  their  beliefs. 
They  will  be  guided  in  their  actions  by  these  beliefs,  whether  tr\ie 
or  false. 
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Conscqucntly,  membership  studies  load  into  the  broad  field  of 
methods  of  publicity  and  education.   Much  improvement  has  been  made 
in  the  content  and  presentation  of  the  information  given  by  the 
association  to  its  members.   Much,  hoviever,  remains  to  be  done.   There 
is  still  too  much  propaganda  and  too  fev;  f'-xcts  in  many  reports.   Many 
financial  and  business  statements  are  also  released  in  a  form  which 
may  be  intelligible  to  a  trained  accountant,  but  v/hich  means  little 
to  the  average  farmer,  or  for  that  matter  to  the  average  business  man. 
The  members  of  a  cooperative  association  are  interested  primarily  in 
the  returns  they  are  to  receive,  what  their  association  is  doing  to 
increase  these  returns  and  v;hat  problems  and  difficulties  it  is 
encountering.   They  are  interested  incidentally  in  news  of  other 
associations  and  the  general  progress  of  the  cooperative  movement, 
but  the  accomolishnents  or  lack  of  accomplishment,  of  their  ov;n 
organization  are  their  chief  concern. 

So  these  facts  have  come  to  be  recognized,  that  three  or  four 
Pacific  Coast  associations  are  -ourchasing  advertising  space  in  a 
weekly  farm  paper,  in  ordfr  to  r-ive  their  members  current  nev;s  about 
the  organization.   At  least  one  association  of  v/hich  I  have  Imov/ledge 
plans  to  conduct  an  annual  or  biannual  systematic  check  of  its  members' 
attitudes,  as  a  test  of  the  value  of  the  information  it  is  giving  to 
them  and  the  soundness  of  its  policies. 

It  is  unnecessary  to  outline  all  the  informational  and  educa- 
tional activities  v/hich  center  around  cooperative  marketing.   In  my 
opinion,  hov/ever,  they  are  a  highly  significant  by-product  of  coopera- 
tiv«=!  activity.   V/hen,  for  example,  the  Connecticut  Milk  Producers 
Association  holds  a  series  of  local  meetings  in  v/hich  the  practical 
problems  of  milk  marketing  are  explained  to  the  members,  the  associa- 
tion becomes  a  very  pov/erful  educational  forc^.   It  presents,  as  the 
schools,  colleges  or  county  agents  can  not,  the  factors  v/hich  determine 
the  price  which  a  member  obtains  for  milk.   These  discussions  shov/  him 
in  a  concrete  manner  his  ov/n  responsibility  and  that  of  the  associa- 
tion  in  improving  marketing  conditions.   Unquestionably  the  average 
farmer  of  today  is  much  better  informed  on  economic  questions  than  he 
was  ten  years  ago..  No  small  part  of  this  increased  knowledge  has  come 
from  participation  in  cooperative  activities. 

On  the  side  of  management,  the  associations  are  m  a  stronger 
position  than  ever  before.   Cooperative  business  differs  from  private 
business  in  inrjortant  respects.   One  fundamental  difference  is  that 
the  cooperative  cannot  go  into  the  open  market  and  buy  the  product 
which  it  handles,  selecting  the  varieties  and  grades  v/hich  best  meet 
its  requirements,  but  must  handle  the  products  delivered  by  its  mem- 
bers.  The  financing  of  products  which  must  be  stored  during  the 
marketing  season  also  present  some  special  problems  for  the  associa- 
tions.  Many  other  difficulties  arise  in  marketing,  accounting, 
financing,  and  membership  relations  v/hich  are  peculiar  to  the  "coopera- 
tive business.   A  number  of  these  were  not  anticipated,  much  less 
understood,  when  many  of  the  present  large-scale  associations  were 
formed.   There  is  now  a  fund  of  experience  in  the  cooperative  busanPRs 
which  makes  the  problems  of  directors  and  managers  ]  es-s  difficult, 
although  nev/  problems  are  constantly  arising. 
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Financially,  the  majority  of  the  associations  have  been  greatly 
strengthened  during  the  past  few  years.   The  majority  of  the  large- 
scale  associations  have  set  up  reserve  funds  for  use  as  operating 
capital,  or  for  emergencies,  which  have  made  them  more  stable  and 
better  able  to  compete  with  private  enterprises.   The  importance  of 
adequate  reserves  can  hardly  be  overestimated,  and  the  attention  given 
to  this  phase  of  management  is  extremely  encouraging. 

The  most  striking  development  in  cooperation,  hov/ever,  is  the 
trend  toward  federation  or  consolidation  of  groups  or  associations, 
or,  in  other  instances,  agreement  by  contract  to  carry  on  certain 
activities  jointly.   As  an  example  of  this  trend,  terminal  livestock 
associations,  includirg  the  Farmers'  Union  and  Producer  groups  and 
independent  associations,  are  jointly  setting  up  a  national  order- 
bu^/lng  agency.   A  number  of  farmers'  elevators  have  established  termi- 
nal sales  agencies,  a  movement  which  promises  to  s  hov;  ranid  progress 
in  the  next  year  or  two. 

Other  examples  might  be  given  of  this  trend  to  consolidation, 
or  at  least  to  joint  action.   It  is  a  development  of  great  signifi- 
cance.  Not  more  than  ten  years  ago  "farmers'  organization"  was  a 
term  of  reproach  among  the  trade,  si/7nifying  a  small,  weekly  financed 
shipping  organization  Virith  v;hich  it  was  generally  unsatisfactory  to  do 
business.   More  and  more,  however,  a  farm.ers'  organization  is  coming 
to  mean  a  large-scale  business  employing  the  most  up-to-date  marketing 
methods . 

This  does  not  in  any  vmy  minimize  the  importance  of  the  local 
association.   However,  our  conception  of  t>ie  place  of  the  locals  is 
changing.   VJe  seem  to  be  getting  av/ay  from  the  idea  of  the  local  as  an 
Independent  agency,  and  are  beginning  to  think  of  it  as  a  unit  in  a 
larger  business  operation.   The  local  is  indispensible  and  has  import- 
ant functions,  but  standing  alone  it  cannot  give  the  farmer  complete 
service. 

^      There  are  a  tremendous  number  of  small  local  associations. 
Probably  90  per  cent  of  the  cooperative  organizations  listed  by  the 
Department  of  Agriculture  would  fall  in  this  class.   Many  of  them  sve 
poorly  financed,  are  uj^able  to  employ  capable  managera'  nt,  and  are 
unable  to  standardize  the  products  they  handle  in  a  v;ay  that  is 
satisfactory  to  their  customers.   The  volume  of  many  of  these 
organizations  is  too  small  to  permit  of  their  exercising  any  apprecia- 
ble influence  on  marketing  conditions. 

Small  locals  of  this  type  are  found  pai-ticularly  among  the 
associations  marketing  fruits  and  vegetables.   There  are  also  live- 
stock shipping  associations,  farmers'  elevators  and  cooperative 
creameries  v/hich  fall  in  the  same  class.   These  locals  need  the  sales 
service  which  an  overhead  organization  could  give  them.   Fully  as 
mu.ch,  also,  they  need  help  in  standardization  of  grades  and  handling 
methods,  assistance  in  keeping  records  and  in  obtaining  food  manage- 
ment and  more  or  less  financial  backing.   Federation  and  consolidation 
of  these  locals  will  greatly  strengthen  agricultural  cooperation  at 
the  very  point  where  farmers  and  the  business  men  of  n.minii-y  towns 
make  contact  with  the  movement. 
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More  organizations  similar  in  form  to  Land  0' Lakes  Creameries 
are  much  needed.   The  present  trend  indicates  that  there  vail  be 
several  organizations  of  this  type  appearing  in  the  near  future.   This 
development,  of  course,  may  be  greatly  stimulated  by  the  activities  of 
the  Federal  Farm  Board. 

There  is,  however,  a  large  amount  of  cooperative  business 
carried  on  by  associations  that  are  affiliated  either  by  federation, 
or  by  agreement.   First  of  all,  the  associations  marketing  dairy  pro- 
ducts Vv'hich  are  affiliated  in  the  iJational  Llilk  Producers  Cooperative 
Federation  represent  an  annual  business  of  nearly  ii300,ono,'^00 .   The 
cotton  associations  which  make  up  the  American  Cotton  Grovirers '  Ex- 
change will  handle  cotton  valued  at  a  little  over  $10"^ ,000 ,000   during 
the  1928-29  season.   The  terminal  livestock  associations  affiliated 
in  the  National  Live  Stock  Producers  Association  marketed  :  ;138,000,000 
\vot?th  of  livestock  in  1928.   Three  large  associations  marketing  citrus 
fruit,  tv;o  in  California  and  one  in  Florida,  do  a  total  anjnual  business 
of  approximately  §125,000,000. 

The  development  of  these  large  groups,  which  are  able  to  speak 
authoritatively  for  the  Industries  they  represent,  has  turned  the 
attention  of  many  cooperative  leaders  to  the  formation  of  a  national 
overhead  organization  of  cooperatives.   Last  v/inter  a  committee 
appointed  at  the  1928  session  of  the  American  Institute  of  Cooperation 
prepared  plans  for  the  organization  of  the  National  Chamber  of 
Agrlcultiiral  Cooperatives.   The  first  meeting  of  this  organization 
will  be  held  early  in  August  1929,  at  the  meeting  of  the  Am.erican 
Institute  of  Cooperation  in  Baton  Rouge,  Louisiana.   The  coram.ittee '  s 
plans,  however,  v;ere  approved  by  representatives  of  35  of  the  larger 
cooperatives  at  a  meeting  held  in  Vjashington  in  March.   Other 
groups  have  signified  their  approval  of  the  plan  and  purposes  of  the 
organization . 

The  National  Chamber  of  Agricultural  Cooperatives  v/ill  represent 
all  associations  in  matters  of  education,  publicity  and  legislation, 
and  will  be  an  organization  for  the  consideration  of  all  comj-on 
problem.s  of  the  cooperatives.   It  is  another  indication  of  the  trend 
tovv'ard  joint  action.   Furthermore,  its  activities  should  greatly 
accelerate  this  trend. 

By  way  of  summary,  it  can  be  said  that  the  trends  in  agricultural 
cooperation  are  more  pronounced  today  than  ever  before.   Certain 
developments  have  been  gathering  momentum^  during  the  last  three  or  four 
years,  vrith  the  result  that  an  observer  nov;  has  some  difficulty  in 
keeping  up  v/ith  the  procession.   The  most  pronounced  of  these  is  the 
trend  toward  federation  and  consolidation,  or  the  use  of  joint 
agencies,  with,  as  a  by-product,  the  movements  for  "cooperation  be- 
tween cooperatives."   Somewhat  more  slovay,  but  steadily,  the 
cooperatives  are  raising  their  operating  standards  and  adding  to  their 
financial  strength.   Finally  they  are  strengthening  their  foundations 
by  asr,isting  in  a  program  of  information  and  education  which  is 
stimulating  leadership  and  an  informed   loyalty  among  their  members. 


f!' 


-29- 

The  Friday  morning  session  was  called  to  order  by  A.  H.  Packard, 
Director  of  Eastern  States  Farmers'  i^xchange.   In  introducing  the 
first  speaker  Mr.  Packard  said,  'bn  this  morning's  program  we  are  going 
to  take  up  a  phase  of  co-operative  marketing  that  is  going  to  he  very 
interesting.  Me   all  recognize  the  fact  that  there  Sre  tv/o  distinct 
sides  to  marketing,  the  buying  and  the  selling.   This  morning  the 
sub.i'ects  will  touch  largely  on  co-operative  buying,  and  it  certainly 
is  a  big  item  in  our  New  England  territory.   The  first  on  the  program 
is  'The  Field  for  the  Large  Feed  Purchasing  Co-operative,' 
Mr.  M.  C.  Burritt,  Director,  Grange  League  Federation,  Hilton,  K.Y." 

THE  FIELD  FOR  THE  LARGE  FEED  PURCHASING  CO-OPERATIVE. 

M.  C.  Burritt,  Hilton,  N.  Y. 

It  is  a  very  great  pleasure  for  ne  to  cone  to  this  beautiful 
country  at  this  time.   It  is  much  more  of  a  pleasure  to  be  here  than 
to  get  here,  considering  how  I  had  to  come. 

I  keep  more  or  less  in  touch  with  New  England  and  its  problems 
through  Mr.  Zink,  of  the  Eastern  States  Exchange,  although  I  am  not 
at  all  familiar  with  your  problems  in  detail  or  with  your  organiza- 
tion, other  than  nerhaps  something  of  that  of  the  Eastern  States. 

I  have  an  old  student  v;ho  is  now  on  the  staff  of  Cornell 
University,  v^rho  has  just  v/ritten  a  book,  the  theme  being  "Public 
Speaking":  "Have  something  to  say;  say  it;  and  quit."   I  am  going  to 
try  and  put  that  in  practice  this  morning  in  the  time  I  shall  talk 
to  you  about  this  subject  of  the  Field  for  the  Large  Feed  Purchasing 
Co-operative.   Perhaps  it  might  be  well  at  the  start  to  get  a  little 
definition  of  this  subject,   I  don't  know  v/hat  the  makers  of  this 
subject  had  in  mind  by  th«=  word  "large,"  and  I  m.ust  necessarily  speak 
of  it  from  my  own  standpoint. 

The  Grange  League  Federation  is  a  capital  stock  corporation  of 
35,000  stockholders,  with  a  paid  in  capital  of  ^^800,00^,  and  is 
purchasing  annually  approximately  500,000  tons  of  dairy  feed,  80,000 
tons  of  poultry  feed,  approximately  55,000  tons  of  fertilizers,  and 
about  7^   million  pounds  of  seeds.   The  total  business  in  the  last 
fiscal  year  v^ras  about  024,000,000.   In  addition,  the  Exchange  opei-ates 
30  retail  service  stores  doing  about  03,500,000  business. 

what  is  the  field?   It  seems  to  me  that  the  field  of  the 
co-operative  feed  purchasing  organization  is,  (1)  purchasing  of  rav; 
materials  I   (2)  manufacturing  them  into  the  product;   (3)  order 
getting  or  distribution;   (4j  regular  servicing  or  delivery  of  the 
product. 

I  am  going  to  try  and  build  v;hat  I  have  to  say  upon  what  has 
been  said  here  before,  for  if  my  information  is  cori"^ct,  our  General  • 
Manager,  Mr.  Babcock,  who  more  than  any  other  man  is  responsible  for 
the  achievements  of  the  Grange  League  Federation  Exchange,  vvras  \xpoii 
frj\^r   program  here  tv/o  years  ago  and  spoke  upon  efficiency  in  the 
handling  of  purchased  supplies.   Last  year  Miss  McAniff  spoke  upon 
order  g-'-.tting  or  distribution.   So  I  shall  leave  those  fields  as 
Having  been  cov^-x-ed,  ynd  devote  in:./£>«-rJf  mor'n  |>fo-tic,Ml  p  r1  y  to  v;hat,  ' 
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it  seems  to  me,  is  an  equally  important,  thouprh  not  the  most  important, 
item  in  the  field  for  largo  feed  purcha.sing  organizations. 

Briefly  my  thesis  is  this:   Our  present  greatest  opportunity, 
as  a  feed  purchasing  co-operative  association,  is  the  bargaining 
power  of  a  flexible 'demand  which  our  greut  and  assured  outlet  gives 
us  and  the  studied  poise  and  balance  of  use  of  material  on  flexible 
formulae  v/hich  permits  shifting  or  buying  according  to  i-^arket  supply 
and  price. 

These  ingredients,  the  materials  that  go  into  feed,  are  very 
often  closely  controlled.   The  supply  is  limited,  and  being  closely 
controlled  by  great  organizations  v/e  must,  if  we  are  to  get  the  most 
out  of  our  bargaining  pov/er  and   out  of  our  organization,  get  our- 
selves into  a  position  v/ht^re  we  en  deal  upon  an  equ  il  basis  v;ith  that 
large  b  rgaining  nower  v;hich  'lolds  a  l^irge  measure  of  the  control  of 
the  materials  that  go  into  our  loroducts. 

First,  let  us  trace  the  devclopm^ent  of  the  co-operative  buying 
idea,  the  progress  it  has  m.dc.   i  think  we  have  all  had  experience 
enough  in  co-operation  to  recognize  that  it  is  a  progressive  develop- 
ment of  ideas,  that  it  is  an  educational  process,  and  we   are  constantly 
grov/ing  in  our  ideals  and  knowledge  of  our  subject  and  things  it 
deals  v.'ith.   The  things  that  looked,  in  the  beginning,  as  big  object- 
ives, look  to  us  nov;  as  only  a  step  to  greater  things. 

I  think  that  co-operative  organization  in  the  first  place  was 
more  or  less  a  matter  of  sentiment,  the  result  of  dissatisfaction 
with  service.   A  sort  '^f  sentiment  develops  of  cooperation  among 
those  of  us  Vifho  ^re  trying  to  find  a  solution  of  our  problems  and 
that  is  about  all  it  amounts  to  v/hen  it  begins.   Vie  learn  later  that 
that  sentiment  is  but  a  beginning,  that  as  such  it  amounts  to  little, 
and  if  the  organization  is  to  compete  in  the  field  with  strong 
business  agencies,  it  must  get  on  a  purely  business  basis,  and  the 
sentiment  vrill  have  little  to  do  with  it."^ 

The  next  step  is  as  a  contractural  '.jgent,  by  whi»?h  the  co- 
operative becdmes  the  distribution  agency  for  the  manufacturers,  and 
v;e  all  knov/  many  co-operatives  who  are  operating  simply  on  that  basis  ♦ 
It  ought  to  save  money  in  cost  of  distribution  providing  the  manu- 
facturer is  willing  to  sh  .re  the  sav-'ngs  v/ith  the  co-operative  agency, 
and  it  may  mean  better  formulae.   V/e,  I  think,  do  not  recognize 
the  definite  value  of  just  that.   We  arc  coming  to  feel  that  the 
erection  and  financing  of  a  manufacturing  plant,  with  the  physical 
facilities  v/ith  v;hich  to  manuf'icture  feed,  is  a  very  simple  matter. 
You   can  hire  business  ability  to  do  that,  very  easily.   The  real  big 
problem  is  th- t  of  outlet  or  distribution,  and  manufacturers  who  have 
liad  experience  I  believe  will  toll  you  just  th^it  thing.   That  a  m.an 
nay  have  a  great  plant  and  plenty  of  capital  and  financial  facilities, 
out  that  is  nothing  but  junk  unless  there  is  a  satisfactory  outlet 
Tor  that  plant,  and  as  a  co-operative  if  we  have  a  great  distribution 
Outlet  through  our  organization,  we  have  somef.  ing  that  is  more 
valuable  than  the  manufacturing  plant.   So  that  is  a  stop  in  the 
fight  direction. 

I  think  that  many  of  us  do  not  realize  the  full  value  of  the 
ssc*=--+-,  of  a  ^.o-operat  J  vo  organization. 
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Tlien,  as  the  corpor?ition  gro\/s  it  acquires  large  purchasing 
power,  and  v;e  cone  to  think  that  ^-e  have  a  great  volume  of  materials 
to  purchase  or  to  sell,  tlmt  that  volume  in  itself  will  solve  our 
problems.   It  can  help,  hut  unless  it  is  coupled  v;ith  the  other 
better  things,  that  volume  in  itself  will  not  answer  the  prohlem.   It 
may  prove  a  detriment.  \ie   have  had  a  little  experience  in  that 
field.   It  is  entirel?'  possible  to  r^ile  up  volume  to  the  point  ivhere 
it  makes  for  inefficiency-.   \.e  did  that  around  a  certain  milling 
point  where  we  accumulated  a  volume  of  orders  to  such  an  extent  that 
we  could  not  get  the  raw  materials  back  of  the  mill  so  as  to  get 
milling  and  transit  rates  and  to  save  in  back  hauls,  and  we  actually 
bulled  the  market  by  being  potential  bu^-ers  of  more  materials  in  a 
given  area  than  there  were  materials  in  that  area.   Vie  soon  learned 
that,  and  as  a  result  have  nov;  divided  our  purchasing  power,  by 
building  an  additinnal  mill  at  other  ooints.   So  there  is  an  element 
in  very  large  purchasing  power  that  may  be  detrimental. 

As  manufacturers  there  is  a  still  further  saving  possible  as  a 
co-operative.   Really  a  cooperative  manufacturing  plant,  with  its 
Physical  equipment,  is  perhaps  no  different  than  any  other  manu- 
facturing plant,  but  the  big  factor  is  the  absolute  control  of  the 
product.   A  difficulty  in  contractural  arrangements  is  that  one  is 
never  absolutely  sure  of  the  product.   It  is  probably  impossible  to 
be  absolutely  sure  unless  we  control  a  feed  co-operative,  own  or 
control  the  plant.   Then  we  know  vrhat  our  riroduct  is,  and  probably 
not  until  that  time.   That,  I  think,  is  the  great  advantage  of  being 
a  manufacturer. 

Mr.  Babcock  has  already  recited  the  efficiencies  that  come  as 
a  result  of  large  manufacturing  operations,  and  I  shall  not  go  into 
that. 

Another  step  of  great  value  in  co-operative  organization  has 
been  that  of  distribution,  or  as  we  prefer  to  call  it,  order  getting. 
The  co-operative,  in  itself,  ought,  theoreticall--,  to  have  the 
business  right  in  hand.   As  a  matter  of  fact,  v/e  get  very  quickly 
into  the  position,  as  a  group,  of  co-operators  in  which  vre  hire 
salesmen  to  sell  to  ourselves  the  products  which  we  ourselves  pur- 
chase for  ourselves.   That  seems  ridiculous,  but  it  happens  in  very 
many  cases.   Selling  is  one  of  the  large  costs  of  getting  a  product 
to  the  noint  of  consumption.   If  we  can  get  a  set-up  whereby  the 
actual  shipping  orders  come  in  regularly^  for  these  mat'^.r-als  v/bich 
"'e,  the  co-operators,  are  purchasing,  or  have  available,  \vitho\;t 
that  sales  cost,  we  have  effected  a  tremendous  saving.   This  is 
something  to  which  we  have  given  a  great  deal  of  attention  and  to 
which  we  attribute,  in  great  measure,  our  success  in  r'^ducing  sales 
costs  of  any  competing  concerns  in  our  territory,  so  far  that  there 
is  no  comparison. 

Kovr  v;e  com.e  to  this  still  more  advanced  step,-  there  may  be 
still  others,-  in  which  we  try  to  get  ourselves  into  the  position 
where,  as  buyers  of  materials,  we  can  bring  to  bear  our  great 
bargaining  power  in  an  effective  manner.   To  go  back  to  illustrations 
of  this  proposition.   An^'one  who  has  studied  the  feed  business,  I 
believe,  recognizes  that  there  actually  exists,  or  is  impending,  a 
real  protein  shortage.   I  neglected  to  bring  v;ith  me  an  exact  state- 
ment of  these  fncts,  but  can  cite  them  later  and  shall  nov;  have  to 
speak  in  generaJitios .   If  my  memory  servos  me  correctly  there  is 


only  enough  protein  available  fro'-i  domestic  sources  for  cattle  feeds 
to  feed  about  four  cows  out  of  five  all  the  protein  that  they  should 
have.   It  is  evident  that  the  sources  of  protein  are  more  or  less 
limited,  and  the  factors  which  control  the  supply  are  entirely 
different  factors  from  the  demand  for  dairy  feeds.   The  sources  we 
recognize,  such  as  cotton-seed,  gluten  feed,  linseed,  neanut  oil, 
etc.   The  factor  that  contributes  the  necessary  amount  of  cotton- 
seed to  our  feeds  is  the  cotton  market  -  in  the  case  of  the  gluten 
feed,  corn.   Corn  fts  a  crop  is  grov/n  primarily  as  a  corn  food,  and 
the  gluten  feeds  and  meals  are  entirely  dependent  upon  the  supply  of 
corn.   The  flax  crop  is  not  grown  for  the  meal  product,  but  the  meal 
Is  a  by-product.   In  the  case  of  soy  beans,  this  crop  is  grovm   now 
primarily  for  the  feed  crop  of  this  country.   In  China,  the  country 
v^here  soy  beans  are  the  largest  crop  for  human  food,  and  which  may 
become  increasingly  a  human  food  in  tM.  s  country  with  our  in- 
creasing population,  we  are  forced  to  turn  to  nev;  vegetable  proteins. 
This  question  of  new  supplies  of  protein  is  a  real  big  problem,  and 
if  you  will  study  the  comoosition  of  a  feed  you  vfill  see  hov/  largel"^- 
those  proteins  enter  into  the  total  cost  of  that  feed,  and  it  looks' 
as  if  that  was  a  big  problem  for  the  co-operatlvcs. 

There  are  three  ways  to  meet  t-is  protein  problem,  and  we  are 
attempting  to  meet  it  in  all  three  of  them.   I  shall  not  go  into  any 
great  detail  on  this  because  of  time,  unless  there  arc  some  q uestions 
¥/e  arc  attempting  to  lov/er  the  percentage  of  protein,  the  amount  of 
protein  fed.   I  understand  you  feed  less  protein  here  in  New  England 
that  we  do  in  New  York.   In  New  York,  through  long  practice  and 
habit,  we  have  felt  that  a-  24^  protein  ration  was  necessary  as  a 
cattle  feud.   There  might  have  been  so 'nc  reason  for  that  in"  the 
quality  of  feeds  used  in  early  days,  but  with  the  development  of 
more  clover  and  alfalfa,  -md  intelligent  feeding,  it  seems  as  if 
that  could  be  reduced,  and  in  order  to  convince  our  growers  of  this 
v^e  'nave  set  up  an  experiment  in  co-operation  with  the  College  of 
Agriculture,  on  a  big  basis.   The  Dair^rmen's  League  and  the  G.  L.  T. 
Exchange  put  up  the  money  for  Cornell  University  to  purchase  36 
Holstein  cows,  with  all  conditions  as  nearly  uniform  as  possible. 
We  put  those  cows  under  the  supervision  of  the  Col lope  of  Agriculture 
^nd  fed  them  on  ir%,    20%   and  24%  protein.   The  experiment  will  go  on 
for  ^rears.   It  has  been  in  operation  only  six  months,  but  it  is 
interesting  to   note  that  there  is  practically  no  difference  in  the 
three  groups  at  the  end  of  six  months.   All  have  gained  in  weight. 
I  mention  that  merely  to  show  the  possibility  of  a  big  organization 
taking  hold  of  such  a  problem  in  a  big  way.  '  If  v/e  can  save  the 
feeders  of  the  Exchange  milk  shed  A%   on  the  nrotein  that  they  are 
feeding  we  shall  have  probably  effected  for  them  a  larger  saving 
than  has  been  effected  In  any  other  of  the  ways  in  which  we  have 
operated  in  that  territory.   Then,  beyond  its  effect  there  is  the 
educational  work  prior  to  this  experiment,  for  in  1926  the  average 
protein  composition  of  our  feeds  was  23.44  and  in  1928,  22.68. 

The  second  means  of  meeting  this  problem  is  developing  new 
sources  of  nrotein,  and  that  practicallv  comes  dovm  to  the  point 
of  stimulating  the  grovfth  of  soy  beans  in  this  country.   Tv;o  years 
ago,  we  undertook  to  contract  for  the  growing  of  soy  beans  in' the 
middle  west.   The  soy  bean  industry  in  the  midfUe  west  is  tremendous- 
ly stimulated  by  these  contracts.   It  offers  a  means  of  diversifica- 
tion, v/hich  is  one  of  the  things  the  middle  west  needs,  and  it  looks 
as  though  we  had  an  opportunity  to  tremendously  develop  this  souice 
of  nrotein. 
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The  other  thing  we  are  attempting  to  do  is  to  shift  the  use  of 
various  proteins,  according  to  the  market  supply,  and  coordinate 
price,  based  on  the  belief  that  an  -,verage  farmer  feeds  about  right. 
There  may  have  been  a  time  when  they  fed  too  much  or  too  little,  but 
the  average  of  all  is  about  right.   :Lnd  so,  operating  upon  this  basis 
v/e  are  varying  our  formulae. 

Just  briefly,  a  few  illustrations.   Take  a  formula  v;hich  might 
hr^  called  the  gluten  formula,  in  which  gluten  is  the  principal  source 
of  protFin.   The  formula  is  a  result  of  a  study  of  conditions  at  the 
ti'Tie  y;hereby  the  gluten  feeds  are  cheapest  sources  of  protein  be- 
cause of  market  supply  and  price. 

Take  soy  beans  and  peanuts,  with  the  much  larger  cost  of  the 
market  supT:)ly,'and  price:   180  pounds  soy  bean  meal;   140  pounds 
peanut  oil,  which  is  considerable  more;   46^^  gluten  feeds;   100 
glut on  meal. 

Another  situation  is  v;hich  cotton  seed  meal  is  favorable,  in 
w-\ich  instead  of  using  as  --uch  gluten  feed,  we  would  raise  the  amount 
of  cotton  seed  from  the  first  formula  from  160  pounds  to  180  pounds. 

This  variable  formula  is  very  practical  and  operates  v/ithout 
any  question.   We  have  proved  that  to  our  own  satisfaction.   Of  course 
when  these  formulae  are  changed  they  are  announced.   In  our  circulars 
we  call  attention  to  the  situation  and  these  circulars  apply  particular- 
ly to  the  situation  which  comes  about  in  the  spring  v/hen  it  is  desira- 
ble to  reduce  the  amount  of  protein.   Here  is  a  circular  which  oalls 
for  the  use  of  20^  and  18^  protein  feeds  as  substitutes  for  the  2A% 
feeds.   As  a  result  of  those  reconjnendat ions ,  we  lowered  the  use  of  a 
24%   ration  by  these  methods,  from  60^  of  our  total  feeds  to  20^  since 
April  1.   You  will  see  the  possibilities  of  enormous  savings  on  this 
tonnage  in  the  amount  of  protein  purchased.   When  you  put  these  three 
together,  lowering  the  amount  of  protein  for  the  development  of  new 
I'ources  of  supplemental  protein  in  the  feed,  you  vrill  see  the  tremen- 
dous Dower  that  is  being  exerted  from  several  directions  by  a  co- 
operative group  of  purchasers  to  prevent  a  protein  squeeze  in  the 
market  bA'-  those  who  quite  closely  control  the  sour6es  of  those 
ma ue rials. 

I  want  to  noint  out  the  necessity  of  organizing  the  pov/er  of 
great  collective  bargaining  in  such  a  way.   No  amount  of  agitation  or 
sentiment  or  total  purchasing  power  will  be  effective  unless  that  is 
intelligently  applied  to  the  problem  in  such  a  way  as  to  force  a  fair 
business  deal  v;ith  men  who  are  attempting  to  do  the  same  thing. 

That  it  now  comprises  86/^  of  our  total  tonnage  is  further 
proof  that  this  variable  formula  is  b'-^st  under  our  conditions.   vVe 
maintain  the  fixed  formula  as  an  alternative  but  the  percent  of  that 
has  been  constantly  reduced.   A  further  check  on  the  results  of  these 
operations  is  the  fact  that  relative  to  markets  we  have  obtained  a 
constantly  lower  feed  price  vith  a  constantly  increased  outlet  to  the 
Sx'^.hange . 

I  hope  I  have  made  the  point  clear  that  there  are  many  efficien- 
cies which  can  be  effected  by  a  co-operative  in  manufacturing,  order 
getting,  and  local  servicing  of  feed  purchases,  but  there  is  a  fixed 
limit  to  these.   You  can  effect  certain  efficiencies  in  milk 
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p^^oductlon,  but  belov;  a  certain  point  you  cannot  go  because  you  have 
certain  fixed  overhead  and  labor  costs,  and  the  same  is  true' as  to  a 
local  servicing  or  delivery  of  the  product.  The  biggest  opportunity 
in  co-operative  feed  purchasing  lies  in  the  shifting  and  balanced 
bargaining  power  for  raw  materials.  These  are  the  big  feed  costs. 
They  are  apt  to  be  closely  controlled,  and  here  the  DOwer  of  the  co- 
operative can  be  most  profitably  exerted. 


Chairman  Packard:-  \le   are  now  going  to  listen  to  a  man  who  is 
v/ell  known  all  through  this  section.   Yihenever  he  makes  a  trip  to 
Vermont  we  all  come  out  to  hear  him.   The  Services  Rendered  By  and 
Plans  for  the  Eastern  States  Farmers'  Exchange  by  John  D,  Zihk, 
Manager,  of  Springfield,  Mass. 

SERVICES  RENDERED  BY  AND  PLANS  FOR  THE  EASTERN  STATES  FAPJfflRS'  EXCHANGE 

John  D.  Zink,  Sprin;3;f ield,  Mass. 
Mr.  Chairman  and  Gentlemen: 

The  topic  v/hich  I  have  been  asked  to  discuss  is  the  "Service 
Rendered  By  and  Plans  for  the  Eastern  States  Farmers'  Exchange."   One 
interpretation  of  this  subject  would  involve  a  detailed  account  of  the 
operations  of  the  Eastern  States  Farmers'  Exchange  and  another  could 
be  considered  as  an  exposition  of  the  principles  of  cooperation  which 
the  organization  is  following.   I  understand  that  these  institutes 
are  held  for  the  purpose  of  developing  a  better  understanding  of  the 
■principles  of  cooperation  as  they  are  applied  bv  all  classes 'of 
(^--operative  buying  and  marketing  organizations.'  Therefore,  1  sh-11 
discuss  T^rinciples  which  may  be  considered  applicable  to  cooperative 
buying  and  illustrate  these  principl.es  by  the  manner  in  which  the^-  are 
worked  out  m  our  organization. 

A  cooperative  organization  is  simply  the  means  by  v:hich  fwrmers 
collectively  set  themselves  up  in  business  to  oerform  a" service  for 
themselves  rather  than  to  pay  others  to  do  it  for  them.   This  idea  is 
not  complex,  but  it  is  astonishing  how  the  public,  and  especially 
^ifr^^"^^   ^""f^l^    ^'^    confused  in'tr^-ing  to  analyze  this  simnle  ^ 
pr  nciple.   Criticism,  sarcasm  and,  sometimes,  cbntempt  are  hurled  at 
the  cooperative  m  an  attempt  to  discredit  it  with  farmers.    But  since 

^.l^L^^r.^^        ,^^^   ^"^  ^^^   ^"™^'  -^^^  °^^  ^"d  the  same,  sometimes  the 
uncomplimentary  remarks  strike  the  very  farmers  whose  goodwill  is 

lll'e^alrAruit^   ^''  '"^^  '^:''"-   Non-co-opera  ting  farmers  also  seem  to 
sSIn  and  uP^Jv^or  ^^^°g"^^i^\the  simple  principle  of  unity  of  owner- 
orSnfzat^nn  ^«nd  P^j^^P^^^  ^^^ich  must  exist  in  any  true  cooperative 
directors  ?S%eeth\t''  """^  of  the  greatest  responsibilities  of  the 
homrtSi:  important po?n?!''  '''°'''  '''   '^'^''^   constantly  to  drive 

b-.n  estIbrishPd'?n'^''\°'^^-f '"^^  "^^^  ^^^^  policies  which  have 

*d\us1'adL'5f  to^^os'%™l\'^i:s'as'?h^P"'P°'^  °^  .^^^  organization 
and  nroffreqc,    a  >^,,  •     policies  as  they  are  proved  sound  by  experience 

lSpo??agr?unctlonf  gne'frif ''°".''?  P^"'°""'  ^^^"S  otheL,  two 
Mstributinr  cos??  .'nd  ?L   .^    control  and  reduction  of  service  and 
purchased  ?or?ts  members   °This  IL'"'",    -S-lation  of  the  raw  materials 
iniportant  b-  coonerativo  ^.^ J      *°'?'^  °^^  ^^  considered  extremely 
if  is  the  fouSdatfoS  on  wSch  fhr^'^'^i'^''^^"'  ^^^  '^  °^^  organization 
ox-w,t,ed  for  farmers  important  service  has  been 
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In  this  connection,  the  policy  of  the  Exchange  is  to  scientifi- 
cally and  conscientiously  select  the  naterials  purchased  for  members 
so  that  they  will  earn  for  them  the  most  on  their  investment,  and  to 
distribute  those  commodities  at  the  lowest  possible  cost  consistent 
v/ith  necessary  service.   In  this  process,  the  by-laivs  of  the  organiza- 
tion require  that  no  one  except  the  farmer  patrons  can  profit  from 
this  operation,  so  that  in  this  discussion  it  is  unnecessary  to 
consider  profits  for  others.  ^ 

In  purchasing  materials  for  approximately  2^,000  farmers--and 
this  number  comprises  the  membership  at  the  present  time--there  is  a 
tremendous  responsibility  in  selecting  the  proper  materials  and  in 
combining  them  under  the  best ■ formulas  as  far  as  that  can  be  done. 
As  guidance  in  this  tremendously  important  task,  our  reliance  is 
placed  on  the  best  authorities  v:e  know,  the  U.  S.  Department  of 
Agriculture  and  the  state  agricultural  colleges  and  experiment  stations 
As  publift  agencies,  their  services  are  available  to  any  one,  not  only 
to  cooperatives  but  to  others  who  are  selling  commodities  to  farmers. 
By  having  a  Doint  of  view  in  common  with  the  farmer  users,  the 
cooperative  organization  is  able  to  utilize  these  agencies  to  the 
fullf^st  extent.   To  focus  the  vast  amount  of  information  available  from 
these  institutions,  committees  of  representatives  from  the  colleges  in 
the  territory  in  which  our  organization  operates--v\rhich  at  the  present 
consists  of  all  or  part  of  nine  eastern  states--meet  v/ith  us  and 
cooperate  splendidly  in  making  recommendations.   There  is  nov;  one 
committee  on  dairy  and  stock  feeds,  one  on  Doultry  feeds,  and  one  on 
crops . 

In  attempting  to  determine  the  materials  which  should  be  pur- 
chased for  members  under  this  policy,  it  should  be  borne  in  mind  that 
science  has  not  progressed  to  the  ooint  where  there  is  an  exact 
dividing  line  between  that  which  should  be  used  and  that  viihich  should 
not  be  used.   It  is  not  difficult  to  determine  in  a  general  way 
materials  which  are  the  best  and  those  which  are  the  poorest,  but 
careful  judgment  and  experience  in  use  must  be  exercised  to  determine 
the  position  of  those  which  ^re   between  the  two  e-tremes. 

Our  organization  has  follov/ed  the  policy  in  all  of  the  commodi- 
ties which  it  handles  of  selecting  the  best,  in  some  cases  because  the 
difference  in  price  between  the  best  and  the  questionable  grade  is 
relatively  slifrht  and  represents  exceptionally  good  insurance  for  the 
user,  and  in  other  cases  because  the  additional  production  of  farm 
products  from  the  best  grade  is  much  more  likely  to  exceed  in  value 
the  difference  in  cost  betv/een  the  best  and  poorer  grades  of  materials. 

Closely  related  to  this  selection  of  quality  is  the  resultant 
price  v/hich  the  farmer  must  pay.   Frequently  he  does  not  recognize 
this  point  but  assumes  instead  that  the  difference  is  due  to  secret 
or  mysterious  factors  in  merchandising,  in  buying  or  in  manufacturing 
v>fhich  represents  the  superiority  of  one  tradesman  as  compared  to 
another.   At  this  point,  I  think  it  would  be  well  to  illustrate  how 
this  difference  in  value  .can   occu^'  in  a  dairy  ration  and  as  near  as 
can  be  determined  what  this  difference  in  value  may  mean  to  the  dairy- 
man.  To  make  this  plain,  we  should  analyze  the  items  of  cost  which 
enter  into  a  delivered  ton  of  dairy  feed.   The  overhead  cost  of  the 
entire  service  performed  bv  the  trade  in  getting  raw  materials,  from 
their  manufacture  through  the  process  of  mixing  and  packaging, 
analysis,  handling,  etc.,  on  the  part  of  the  manuf ai-tm-ei-,  and  the 
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local  distribution  on  the  part  of  the  dealer,  on  the  average  is  not 
less  than  18  to  21^^.   This  is  determined  b^'  the  fact  that  surveys 
have  shown  that  local  dealers'  costs  average  around  \^io ,    and  it  is 
conservative  to  estimate  that  the  amount  which  the  feed  manufacturer 
must  have  is  another  ^  to  \y/o.      This  accounts  for  18  to  Z^%   of  the 
selling  price  to  the  farmer  of  a  ton  of  feed,  and  if  we  assume  that 
the  pric^  is  |50»00,  this  18^^  manufacturing  and  distributing  charge 
accounts  for  ^,'9.   This  leaves  $41  or  82^^  of  the  price  represented  by 
freiprht  and  cost  of  ingredients  and,  since  freight  is  paid  on  the 
same  basis  by  all  distributors,  it  should  not  be  considered  as  a 
separate  or  competitive  item.   It  can  readily  be  seen  that  there  is 
much  greater  opportunity  of  price  variation  in  the  82^  repres-enting 
delivered  value  of  ingredients  than  in  the  18/?  representing  s'^rvice 
charges . 

It  is  surprising  hovif  the  dollars  represented  by  this  82^  value 
can  fluctuate  according  to  the  materials  used  or  according  to  their 
proportions  in  a  formula, 

I  wish  to  give  you  a  few  formulas,  one  of  which  is  Eastern 
States  Fulpail--and  I  mention  this  simply  as  a  means  of  illustrating 
the  point.   The  Fulpail  formula  is  as  follows: 

Yellow  Hominy 
Ground  Oats 
Standard  Bran 
Cottonseed  Meal 
Linseed  Oil  Meal 
Gluten  Feed 
Soy  Sean  Oil  Meal 
Molasses 

Corn  Distillers'  Grains 
Bone  Meal 
Calcium  Carbonate 
'  Salt 

This  feed  is  being  distributed  to  farmers  at  approximately  $50, 
per  ton.   Here  is  another  formula  which  I  would  like  to  have  you 
consider  and  v;e  will  designate  this  as  formula  "A"; 


360 

lb 

34r 

28^^ 

240 

24^ 

140 

140 

100 

loo 

20 

20 

20 

Gluten  Feed 

260 

lbs. 

Cottonseed  Meal 

34^ 

Linseed  Oil  Meal 

24C 

Yellow  Hominy 

24r 

Ground  Oats 

121 

Standard  Bran 

380 

Standard  Middlings 

2C0 

Mai  asses 

160 

Calcium  Carbonate 

20 

Bone  Meal 

20 

Salt 

20 

This  formula  consists  of  the  same  quality  of  i  nt!;redients  as 
Fulpail,  but  can  be  made  up  on  the  present  mai-k^jt  at  approximately 
v4 .  per  ton  less  than  Fulpail,  including  all  sei-vlce  costs  and  expense 
on  exactly  the  same  basis.   Formula  "A"  does  not  contain  as  high 
oifrestibil.ity  by  appi-oxlmately  75  lbs,  per  ton,  contains  less  variety 
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of  ingredients--especlally  those  oarrying  piotein--and  is  not  nearly 
as  well  balanced  as  Fulpail.   On  the  other  hand,  the  difference  of 
price  of  :;;4.  per  ton  is  quite  an  iten  for  the  consideration  of  the 
dairyman. 

Kow,  let  us  consider  the  following  formula: 

Cottonseed  Meal 
Gluten  Feed 
Yellow  Hominy 
Standard  Bran 
Standard  Middlings 
Ground  Gr':ln  Screenings 
Rep:round  Oat  Feed 
Molasses 
Calcium  Carbonate 

Salt  

2000 

This  formula  can  also  be  guaranteed  20'/;  protein  and  could  be  made  ud, 
including  the  overhead  charges  in  the  oreceding  formulas,  to  sell  to 
the  farmers  at  i41.50  per  ton  or  .'.S.bO   under  Fulpail  or  '.4.50  under 
formula  "A".   This  feed  would  contain  the  same  high  grade  of  ingredient; 
as  the  preceding  formulas  except  the  ground  grain  screenings  and  the 
reground  oat  feed.   This  ration  could  undoubtedly  be  cl-issefl  ^"ith  the 
undesirables  because  of  its  verv  poor  balance,  its  extreme  lack  of 
variety--especially  in  the  proteins,  its  hia-h  fiber  content,  its  low 
digestibility,  and  the  presence  of  t'/o  ingredients--ground  grain 


The  Doint  I  v;ish  to  illustrate  here  is  that  there  is  an  extreme- 
Iv  large  v  riation  in  nrice  due  simply  to  the  kind  and  proportion  of 
ingredients  used  v/ithout  affecting  in  any  way  the  service  charges. 

Kov/,  the  juestion  irar:ediately  comes  up  as  to  the  value  to  the 
dairyman  of  these  formulas  in  comparison  to  their  price.   Even  at 
average  prices  for  milk,  v/e  Irnow  that  it  takes  a  comparatively  small 
increase  in  production  to  account  for  considerable  difference  in  the 
price  of  feed.   As  an  example,  let  us  consider  a  cov\;  producing  5,000 
lbs.  of  milk  and  consuming  1500  lbs.  of  feed.   V^ith  the  price  of  milk 
$8. '39  a  hundredweight,  it  would  be  necessary  for  the  cow  to  produce 
approximately  '6%   more  milk  on  Fulpail  than  on  formula  '"A"  mentioned 
above  in  order  to  have  the  feed  cost  tlie  same  in  proportion  to  the 
milk  production.   In  other  words,  Fulpail  would  have  to  show  an  increase 
of  approximately  one-fourth  pint  per  milking.   An^-  increase  over  one- 
fourth  pint  per  milking  v/ould  be  economy  in  favor  of  Fulpail. 

The  important  consideration  in  this  connection  is  that  the 
difference  in  milk  production  as  related  to  feed  cost  may  be  so  small 
that  the  dairyman  who  does  not  feed  carefully  or  watch  production 
results  carefully  may  not  be  able  to  discriminate  betv\?een  more  or 
lesF  economy  from  the  feed  he  uses. 

Because  of  the  numerous  factors  involved,  one  can  not  make  the 
statement  based  on  scientific  fact  that  either  Fulpail  or  formula  "A" 
is  the  more  econo'nical  ration  under  all  conditions.   The  farmer  v/ho 
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uses  the  feed  Tiust  be  the  judge.   He  must  determine  vrhether  the  feed 
costirip:  him  more  money  is  v/orth  the  nrice  in  compp.rison  with  other 
feeds  v;hich  he  has  the  op^^ortunity  to  use.   In  nddition  to  the 
scientific  facts  '^vailible,  the  index  of  value  provided  by  usirre  over 
1   l-^^rge  territory  and  -'jnonp;  ^.   large  number  of  feeders,  is  "■.n  im- 
portant indication  to  be  follov;ed. 

The  fact  that  farmers  in  increasing  numbers  and  in  increasing 
t'-innage  ha^'e  found  Eastern  States  feed  satisfactory  and  economical  in 
comparison  v;ith  man:^  others  v^hich  they  h'lve  tasted,  indicates  that  it 
has  the  production  value  even  in  comparison  v/ith  mixtures  at  lower 
prices. 

The  nolicy  of  the  Exchange  in  this  connection  has  been  to  offer 
the  forumla  v;hich  v;e  have  every  re''son  to  believe  is  the  better. 
ViOille  it  is  true  that  this  feed  v.-ith  some  cows  and  v;ith  some  classes 
of  feeders  may  not  produce  more  economically  than  formula  "A"  above, 
it  IS  by  far  the  safer  feed  and  has  the  greater  chance  of  being  an 
economical  producer.   Furthermore,  and  this  is  a  very  important 
consideration,  sueh  a  feed  offers  much  gre  tei  probability  of  main- 
taining a  higher  standard  of  health  in  the  animal  and  of  reducing 
troubles  common  in  the  dairy  herd.   It  is  the  intention  of  the  Exchange 
to  continue  this  policy  as  long  as  it  proves  as  acceptable  and  desira- 
ble as  it  has  in  the  past,  and  the  acceptance  and  desirability  is 
measured  by  the  farmers  v/ho  use  it. 

The  same  orinciple  of  selection  applies  to  seeds  and  fertili- 
zers, but  time  does  not  oermit  of  going  into  details  of  the  applica- 
tion of  the  principle  for  these  commodities.  .  E^.ch  affords  an   ex- 
ceedingly interesting  story  and  it  is  our  onirion  also  opens  up  an 
exceedingly  useful  service  to  the  membership. 

It  is  perfectly  natural  that  all  farmers  do  not  immediately 
see  the  value  of  such  a  program  for  their  ov/n  operations;   consequent- 
ly, a  great  amount  o  ■'  educational  work  must  be  done.   There  is  no 
better  basis  for  sucn  educational  v/ork  than  th'3  presentation  of  facts 
having  to  do  v/ith  the  operation  of  the  busines"  cf  the  cooperative 
and  a  demonstration  of  its  -00110163.   There  is  such  a  tremendous 
amount  of  information  to  be  absorbed  from  facts  alone  that  we  have 
seen  no  excuse  for  so-called  propaganda  or  for  a  style  which  borders 
on  the  sensational.   This  latter  style  may  also  be  classed  as  "over- 
selling" and  we  believe  has  been  one  of  the  greatest  detriments'  in 
the  development  of  some  types  of  cooperative  activity  in  the  past. 

In  addition  to  the  proper  selection  of  materials  and  formulas, 
it  is  imperative  that  proper  and  adequate  facilities  for  handling, 
processing  and  service  on  orders  of  members  be  established  and  main- 
tained.  When  farmers  go  into  business  for  themselves,  thev  must 
provide  the  facilities  if  they  are  to  share  exclusively  in' the  benefit 
derived  from  its  operation.   This  means  that  they  must" supply  capital 
~o    nrovide  operating  facilities  and  direction  to" see  that  these 
facilities  are  properly  used  to  their  advantage.   It  is  necessary  not 
lo   ^^rovide  facilities  to  take  c-re  of  present  voliome  but  also  to' 
provide  additional  facilities  as  volujne  increases.   The  Exchange  has 
been  going  through  its  grov^fing  process  constantly  since  it  startt;d. 
As  an  example,  the  increase  of  25%   in  its  feed  business  in  1928  over 
1927  amounted  to  32,000  tons  and  such  additional  business  means  aor^e 
expansion  in  the  personnel  and  equipment  to  take  care  of  it. 
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Furthermore,  there  is  no  stopping  point  in  our  propress  if 
the  business  is  to  keep  uo-to-d'.te  in  its  service  md  potential 
v\lue.   Metixods  must  constantly  be  studied  for  inprovement.   This  is 
not  onl^'  desirable  in  order  to  make  the  service  most  ■"'eneficial  to 
the  farmers,  but  it  is  the  trend  of  the  tines  in  all  major  business 
operations  and  the  cooperative  must  keep  step  v;ith  other  business 
if  it  is  to  succefld. 

The  establishment  and  maintenai^ce  of  efficient  and  economical 
distribution  is  an  extremel^-  important  princinle  of  successful  oper-a- 

-tion  and  one  v-hich  is  subject  to  considerable  speculation  at  the 
present  tire*   There  is  the  car  door  distribution,  there  is  the 
yj^rehonse   vhich  is  onorated  part  ti.ne,  there  is  the  completely 
onerated  store  vdth  ^  full  time  staff  in  charge,  •■  nd  there  are 
various  modifications  of  these  three,  including  trucking  service. 
Investigation  shov/s  that  in  some  localities  car  door  delivery  satis- 
fies the  need;  in  others,  it  is  inadequate.   There  are  some  farmers 
who  insist  upon  store  deliver;^'"  while  others  prefer  to  save  the 
expense  of  this  service.   Some  farmers  must  have  truck  delivery 
and  other",  consider  that  they  can  provide  this  service  for  then- 
selves  at  less  expense.   And  there  are  others  who    insist  upon 
credit  from  the  distribut'->r  irrespective  of  the  cost  compared  to 
barking  rates. 

It  is  our  belief  that  the  method  of  distribution  must  deoend 
on  the  extent  of  service  desired  bv  the  farmers  '"^nd  its  value  to 
them,  both  actual  and  asf^iimed,  and  must  be  adapted  to  the  potential 
and  available  volume  of  business  in  the  locality"  to  be  served,  to 
transportation  conditions,  -^nd  to  other  factors  ^'hich  are  necessary 
for  economical  operation.   I  Icno-;;  that  some  cooperative  buying 
organizations  are  meeting  rith  great  success  in  the  establishment 
of  local  stores  and  that  bee  .use  of  volume  handled  the-  are  perform- 
ing this  service  at  very  reasonable  expanse.   The  policy  of  our 
organization  in  this  respect  is  to  provide  the  most  economical 
method  of  local  distributio'^  r/l^cli  meets  the  demands  of  the  farmers. 

Vihile  there  are  some  stores  operated  by  local  asrociations 
distributing  Eastern  States  comm.odities ,  the  bulk  of  the  business 
is  handled  bv  local  representatives  from  the  car,  and  with  this 
s"stem  there  has  been  a  satisfactory'  grovth  affording  economical 
operation.   When  it  becom.es  apparent  that  the  farmers  demand  a 
different  service,  the  Exchange  is  ready  to  serve  them  in  providing 
that  service. 

One  v;eakness  of  some  cooperative  associations  has  been  failure 
to  recognize  the  need  for  a  strong  financial  set-up  and  for  a 
policy  v;hich  would  maintain  financial  strength  as  the  business  grov;s . 
Fortunately,  this  v/oakness  has  b^en  generally  recognized  of  late  so 
that  most  cooperatives  arc.  taking  steps  to  entrench  themselves  v;ith 
mone--  as  they  must  entrench  themselves  in  the  confidence  and  good- 
v/ill  of  their  members.   It  is  surprising  hovf  strongly  farmers  feel 
the  need  of  such  financial  dfvelooment.   In  our  organization  we 
have  had  farmers  tell  us  that  tho^-  would  prefer  that  we  retain  their 
r-atronage  dividend  rather  than  to  we-ken  in  the  slightest  degree 
the  financial  strength  of  the  organization  by  payiner  it  to  them, 
p'lr  directors  are  many  and  represent  a  large  tcrritor^y  and  they 
have  alv;ays  unanlmousiy  maintained  a  polic:'  of  strengthening  our 
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flnancial  set-up.   Our  method  of  financing  has  been  covered  many 
times  and  time  docs  not  permit  a  coraplcte  analysis  in  this  discussion. 

I  may  say  briefly,  howe^ror,  that  the  Exchange  and  its  subsi- 
diary, the  {.lining  Corporation,  have  retained  as  capital  for  fixed 
investment  and  for  current  turnover  1-|^  of  the  dollar  of  purchases 
by  the  members  for  the  last  four  years.   This  has  been  sufficient 
to  finance  fixed  investment,  to  take  care  of  improvements  necessary 
to  handle  increasing  volume  and  to  provide  the  operating  capital. 
The  Exchange  has  also  paid  a  patronage  dividend  in  each  of  the 
last  four  years.   Our  policy  is  not  to  build  up  a  large  surplus  each 
year  out  of  which  dividends  can  be  paid,  but  rather  to  have  a  sur- 
plus-sufficient to  take  care  of  contingencies  that  may  occur  during 
the  annual  period  of  dividend  acciwnulation.   The  nature  of  the 
business  is  such  that  capital  can  be  turned  over  very  quickly.   The 
average  capital  turnover  in  the  Exchange  is  five  days  and  the 
average  turnover  of  inventory  in  the  hill  varies  from  ten  to  fifteen 
days.   Vi/ere  it  not  for  this  rapid  turnover,  much  more  capital  would, 
of' course,  be  necessary.   This  is  another  great  advantage  of  our 
car  door  distribution  and  if  this  method  of  distribution  v/ere 
changed,  it  would  fequire  a  considerable  addition  to  the  present 
capital  of  the  organization. 

Experience  seems  to  indicate  so  far  that  it  is  most  desirable 
for  cooperative  organizations  to  own  and  operate  their  manufacturing 
facilities  and  particularly  is  this  true  of  purchasing  organiza- 
tions.  Such  ovmcrship  offers  much  more  satisfactory  control  of 
qualit7r  and  provides  for  a  confidence  in  the  character  of  the 
product  v;hich  does  not  seem  to  be  so  easily  obtainable  elsewhere. 
This  has  been  particularly  noticeable  since  the  Exchange  began  to 
manufacture  its  ovm  feeds  and  to  process  and  package  its  seeds. 
In  addition,  ovmership  of  such  facilities  enables  the  farmers  to 
study  through  their  own  operation  the  cost  of  the  service  performed 
and  of  benefitting  directly  from  improvements  in  operation  which 
lov;cr  costs.   The  Exchange  and  the  Milling  Corporation  aro  devoting 
considerable  study  to  improvement  in  operations  with  the  purpose 
of  reducing  costs  and  this  process  should  be  continuous  in  any 
business  which  hopes  to  succeed  under  present  competitive  •ondi- 
tions.   While  costs  at  the  present  time  are  low--4/?  in  the  Milling 
Corporation  and  2.1%   in  the  Exchange--we  would  not  be  fulfilling 
our  obligation  to  the  membership  if  efforts  v/ere  not  constantly 
directed  tov^ard  a  reduction  in  these  costs,  taking  into  considera- 
tion the  degree  of  service  and  improvement  in  this  service  which 
is  expected.   Another  benefit  from  the  ownership  of  such  facilities 
is  the  fact  that  any  profits  -which  would  be  paid  to  another  manu- 
facturer and  to  v;hich  he  is  entitled,  must  be  paid  by  the  farmers 
and  by  ovming  facilities  they  can  avoid  this  pa^inent. 

To  the  present  tine  the  Exchange  has  made  no   effort  to 
acquire  ovmership  of  a  fertilizer  plan  for  a  number  of  reasons.   The 
fertilizer  Industry  is  over-planted,  if  I  may  use  that  expression, 
and  this  condition  results  in  the  use  of  facilities  belonging  to 
others  at  a  reasonable  price.   V/ith  our  tonnage  and  the  seasonal 
nature  of  the  business,  it  is  not  certain  that  manufacturing  costs 
would  be  lowered.   Furthermore,  the  fertilizer  business  is  under- 
going a  radical  change  with  the  introduction  of  complete  chemical 
fertilizers  and  the  investment  of  hundreds  of  millions  of  dollars 
to  manufacture  them.   Because  of  this  factor,  a  plant  for  mixing 
fertilizer  might  be  a  very  poor  investment  five  years  hence. 
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The  success  of  cooperative  development  in  the  country  as  a 
v.'holc  is  a  strong  indication  of  the  v;iilingness  of  farmers  to  work 
together.   The  volume  of  commodities  marketed  cooperatively  amount 
to  huge  figures  and  it  is  estimated  by  the  Department  of  Agriculture 
that  the  value  of  goods  purchased  cooperatively  during  the  past 
year  is  over  $200,000,000.   This  all  points  to  the  spirit  of  co  - 
Operation  which  is  developed  among  farmers  throughout  the  country. 
The  eastern  territor\'-  can  point  v/ith  pride  to  the  record  which 
it  has  made  in  this  direction  along  vfith  the  remainder  of  the 
country,  because  it  has  furnished  examples  of  some  of  the  most 
successful  cooperative  enterprises.   Another  indication  of  the 
continued  dt.siru  to  further  build  a  structure  of  cooperation  is  the 
movement  on  foot  for  all  cooperatives  to  get  together  for  the 
exchange  of  ideas  and  to  provide  a  means  of  mutual  strength.   This 
is  true  of  cooperative  marketing  organizations  and  of  cooperative 
buying  organizations  in  the  establishment  of  the  National  Chamber 
of ' Agricultural  Cooperatives  and  In  the  proposed  formation  of  the 
Federation  of  Cooperative  Buying  Associations, 

Such  favorable  steps  do  not  indicate,  hov/ever,  that  there 
can  be  any  relaxation  in  the  effort  to  promote  the  grov/th  of  the 
cooperative  idea  among  farmers.   There  is  a  host  of  strong  coo- 
perators  in  our  territory;  there  are  others,  hov/ever,  v.'ho  vrork 
with  cooperatives  not  so  much  because  they  believt.  or  think  about 
the  cooperative  principles  involved  as  because  they  are  convinced 
of  the  value  of  the  service.   In  other  v/ords,  there  are  some  who 
look  upon  cooperatives  as  commercial  organizations  offering  them 
products  or  furnishing  service  for  them  v.hich  is  better  for  their 
use  than  the  service  offered  by  some  other  commercial  organization. 
It  is  important  that  cooperative  organizations  have  the  support 
and  patronage  of  those  farmers  v;ho  do  not  f lilly  undcrst  nd  the 
principles  of  cooperation,  but  it  is  more  important  that  the 
organizations  take  it  upon  themselves  to  acquaint  those  farmers 
with  those  principles  as  quickly  as  possible. 

It  v;ould  be  very  desirable  for  the  cooperative  organizations 
of  the  East  to  consider  hov/  they  may  work  together  for  the  develop- 
ment of  the  cooperative  ideal  to  the  benefit  of  each,  and  more 
important,  to  the  benefit  of  the  farmers  v/hom  they  serve  and  v/ho 
comprise  their  present  and  prospective  membership.   These  organi- 
zations may  be  handling  different  comraoditics  and  performing 
different  functions  of  marketing  or  purchasing,  but  they  all 
are  serving  farmers  in  their  cooperative  business  needs,  and  the 
fundamental  principles  of  cooperation  are  much  the  same  for  all. 
Such  a  program  is  being  recognized  nationally  as  a  growing  need 
and  steps  have  been  taken  to  accomplish  it.   I  hope  that  our 
farmers  and  foopcration  in  the  East  v;ill  have  a  similar  recognition 
of  this  need,  and  that  steps  vrill  be  taken  to  develop  it  to  the 
advantage  ':ind  permanence  of  our  cooperative  institutions. 


DISCUSSION 

Question:  You  spoke  of  the  increase  cost  of  doing  business, 
l^causo  of  capital  required  and  local  facilities.  Does  that  mean 
that    local    facilities    can  be   donv/   away  v/ith? 

Speaker:    It    is    impossible    to   answer   that   question   from   the 
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standpoint  of  any  territory  as  a  whole.   It  must  be  considered 
after  taking  into  consideration  the  conditions  in  each  individual 
co-^nunity,   I  think  that  farmers  in  some  localities  can  do 
v/ithout  local  facilities,  and  in  other  localities,  they  can  not, 
I  do  not  anticipate  that  the  development  of  cooperative  diptri- 
bution  v;ill  eliminate  private  distribution,  because  there  are 
enough  different  opinions  among  buyers  as  to  v;hat  vill  best  fill 
their  wants  so  that  many  distributors  will  be  patronized. 

Questions:  Have  you  thought  out,  snecif ically,  in  any  v/ay 
how  you  feci  that  the  principles  of  cooperative  marketing  may 
best' be  established  in  the  minds  of  the  rank  and  file  of  farmers? 
What  sort  of  a  procedure  r;ould  be  effective  in  bringing  about 
that  end? 

Speaker:  That  is  quite  an  order.   I  wish  I  knev;  the  answer 
to  that  fully.   I  don't  think  there  is  any  one  method,  Mr.  Davis. 

Question:  Vifhat  is  the  next  step? 

Mr.  Zink:  I  believe  in  the  long  run  that  the  best  policy  is 
this:   that  a  sound  economic  proposition  be  put  up  to  the  farmers, 
backed  by  a  sound  organization,  placing  the  facts  before  the 
members,  and  then  pound  away.   I  believe  that  educational  methods 
handled  in  the  proper  way  will  give  results  in  the  course  of  time, 
I  don't  believe  we  can  do  it  overnight. 

Chairman  Packard:   If  there  are  no  other  questions,  we  v/ill 
recess  for  ten  minutes. 

Recess. 


DISCUSSION 
of  the  Subject 
SHOULD  THE  LARGE  CO-OPERATIVE  FURNISH  LOCAL  STORAGE  FACILITIES? 


Pollov/ing  the  recess  the  meeting  v/as  called  to  order  by 
Chairman  Packard. 

Chairman  Packard:-  ViJe  have  a  subject  for  discussion,  if  you 
would  like  to  speak  upon  it  at  this  time.   "Should  the  Large 
Cooperative  Furnish  Local  Storage  Facilities?"   I  wonder  if  Mr. 
Burritt  or  Mr.  Zink  v/ill  lead  off. 

Mr.  Burritt: Many  local  distributors,  dealers,  operators, 

have  drifted  into  high  overhead  costs  locally.   Their  plants  are 
too  big,  or  there  are  too  many  of  them,  or  they  have  added  on  the 
things  that  have  cost  too  much,  these  costs  are  being  charged 
back  to  the  farmer.   If  one  can  charge  off  costs,  of  course  he  is 
going  to  do  it,  but  if  he  can't  he  doesn't. 

In  the  case  of  our  retail  service  stores,  as  a  rule  our 
r  st^-i-ndar-d  is  %bO<Jj   for  a  local  warehouse,  simply  a  store  or  )»■ 
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warehoase,  and  with  no  elevator  or  grinding.   We  have  built  some  for 
$2,5'^0,  but  in  almost  every  case  we  are  offered  rlantr.  by  competitive 
organi::ation3  or  dealers  in  the  town,  when  they  see  we  are  coming  in. 
'lA/hen  we  come  to  look  into  the  plants  we  find  they  have  from  ^55,000 
to  $5"^,  "^00  in  those  plants.   We  cannot  pay  those  amounts.   If  they 
want  to  sell  to  us  for  $5,000,  more  or  less,  so  that  we  will  not  have 
an  overhead,  all  right. 

When  you  get  into  storage  facilities  you  get  into  large 
investments  and  high  costs.   Then,  as  Mr.  Zlnk  very  well  said  in 
answer  to  the  question,  it  all  depends  on  what  service  the  comm.unity 
wants.   If  the  community  demands  these  storage  facilities,  and  is 
willing  to  pay  for  them,  I  suppose  we  will  put  them  in.   However,  we 
have  been  trying  to  teach  our  communities  that  credit,  warehouses, 
and  storage  facilities  are  something  for  which  they  have  to  pay.   "e 
charge  for  a  ton  of  feed  and  for  3P  days  credit.   If  a  man  wants  to 
make  savings  the  surest  way  is  to  take  his  feed  from  the  car  door 
and  pay  cash  for  it.   If  a  man  wants  credit,  warehouses,  and  storage, 
he  will  have  to  pay  for  them. 

Question: -Vihat  percentage  of  business  is  car  door? 

Mr.  Burritt: -We  have  something  like  700  distribution  agencies 
including  3'^  cooperative  service  stores  which  we  own.   There  is  the 
independent  cooperative;  there  are  the  car  door  dealers;  there  are 
the  established  dealers  in  the  community  handling  the  G.  L.  F.  line. 
The  percentage  of  c&r  door  deliveries  varies  very  greatly  among  these. 
In  my  own  town  v/here  a  local  farmer  dealer  runs  a  warehouse,  practi- 
cally 75^  of  the  feed  business  is  car  door.   Ue  orders  cars  in  when 
he  knows  his  patrons  are  ready  to  take  75^  from  the  car.   It  varies. 

Mr.  Zink:   I  would  like  to  emphasize  the  point  that  the 
question  of  whether  they  will  or  will  not  depends  on  the  desires  and 
needs  of  the  farmers  in  the  community  to  be  served.   Any  remarks  I 
make  are  not  the  result  of  prejudice  on  this  subject.   Our  organ- 
ization has  been  watching  tlaat  development  closely.   Unquestionably, 
a  supply  must  be  on  hand  to  take  care  of  errors  in  estimating  needs. 

Prom  the  standpoint  of  our  New  England  conditions  as  a  whole, 
I  understand  that  a  store  must  have  a  vol-'ome  of  $100,000  a  year  to 
operate  economically.   If  we  assume  that  the  market  value  of  a  car- 
load  is  $1000,  this  means  100  carloads  a  year  or  G  or  9  carloads  a 
month.   It  is  doubtful  if  the  majority  of  railroad,  stations  where 
carload  service  is  available  could  support  the  volume  necessary  for 
economical  operation  of  a  store.   There  are  stations  which  can 
assemble  through  cooperative  channels  an  annual  vclujne  of  $100,000, 
but  to  make  such  service  broadcast  would  require  many  farmers  to  give 
up  shorter  hauling  distances  and  concentrate  their  buying  at  cen- 
tralized points  in  order  to  secure  the  volume.   I  doubt  if  some 
farmers  would  give  up  the  convenience  of  a  shorter  hauling  distance 
for  the  conveniences  v;hich  store  delivery  v/ould  offer  them. 

Another  point  is  the  consideration  of  credit.   It  has  been 
demonstrated  to  my  satisfaction  that  a  large  n^jonter  of  stores  can  be 
maintained  handling  a  voliame  of  business  large  enough  for  lov/  cost 
operation  and  keep  credit  down  to  a  point  v/here  it  is  safe  for  the 
investors  in  the  business.   It  is  possible  that  we  have  smaller  con- 
nuruijhioii  of  feed  per  farmer  in  many  sections  of  New  England  than  in 
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\nj   other  torritorlos  whore  coopor>ativo  stor.,s  /.r^  or;cr..tin;;_  success- 
fully. 

'/e  know  of  the  succ.  ss  which  the  G.  L.  i-'.  is  ?;  A'-ing  ..ith  st'^^rus 
in  the  st:.t>;.  of  Now  York,  hut  I  i?o;i  iuclin...ri  lo  thin'c  th'  '^  th>..  A'._.r,;^,u 
f;.od.  roquiromont  of  farmers  in  New  "'ngl  nc\   is  soinowr-.t  sm:.ll.r  than 
the  roquirernent  of  th-;  i...vt..r\ge   New  York  f/.niu.r.    .so  it  is  my  undci-'- 
stu-.ndmg  th-:.t  railroad  stations  arc  not  so  closely  situ  .ted  in  i-i\..w 
York  i^tatu  as  they  are  in  inany  sections  of  N.jVi/  -ngl..nd.-'  In  Now  -ng- 
l.nd  we  have  many  localities  where  farmers  h^.ve  the  choice  of  hauling 
from  two  or  throe  stations  v/ithin  a  distance  of  a  fev/  miles. 

Another  question  is  willingness  of  the  farmers  to  make  the 
investment  in  a  loci  store  and  their  idea  of  propcrtion  of  v>.lue  of 
the  servico  to  the  investment.   This  question  :.lso  involv.,  s  a;.n  an.lj- 
sis  of  tbe  individu..l  com.munity.   ./e  have  taken  the  attitude  in  our 
organization  that  the  farmers  in  o.:.ch  commiunity  must  settle  this 
question  for  themselves  and  that  the  organization  '.vill  v/ork  v/ith  thorn, 
in  reaching  the  goal  which  they  desire.   Perhaps  it  might  be  con- 
sidered good  policy  for  the  org.:-.nization  to  establish  a  store  in  a 
com.munity  without  the  v;hol  oho  anted  support  of  the  farmiers  in  c.n 
attem.pt  to  increase  volume  for  the  benefit  of  the  mxr.b.rship  as  .■. 
whole.   I  question  the  wisdom  of  such  policy  tec. use  it  might  be 
bettor  to  do  a-ithout  the  ac'ditional  tonnr.go  fnc.n  to  h;.!.ve  such  an  ini 
voctmient  in  a  comimiunity  v/ithout  com.plotc  support. 

J.Ir.  -^ownsend;-  I  doubt  very  much  vifhoth.;r  it  is  possible  for  m.e 
to  fram.e  a  question  th.:it  m.ight  not  be  misconstrued  m  this  con- 
nection with  retail  distribution  here  in  New  .eng].and.   But  c/.n  NoW 
'^ngland  dispense  with  some  sort  of  a  feed  and  grain  s  rvico  which 
supplies  a  loc  1  supply  at  all  timios?   If  the  cooperative  grov/s  to 
such  an  extent  that  the  system  which  I  represent  .gives  up  and  gOes 
out  is  not  the  cooperative  going  to  be  com.pellod  to  establish  som.o 
sort  of  a  warehouse  where  the  farmior  ca;-.  go  at  :.ny  tim.e  in  ord  r  to 
servo  that  comimiunity? 

Mr.  Reynolds  : -;.e  have  to  h-..ve  rainfalls  for  our  farms,  ...nd 
when  wo  cease  having  rainfalls  it  will  bo  tim.e  to  consider  putting 
in  farmi  irrigation. 

^u..  stion:-I  would  like  to  ask  Mr.  Burritt,  do  they  m.ake  any 
difference  in  car  door  delivery  and  store  delivery? 

j;!r.  Burritt  . -,'es  and  no.   v.'O  make  no  difference  in  char^.o 
for  the  com.m.odity,  but  w^-  add  the  additional  s.-.rvic-.s  when  they  are 
required.   The  basic  price  is  commodity  fro-,  the  c.;.r  door  for  c-:ish. 
If  you  Vifant  credit  service .  added,  that  is  additiona].  cost.   If  you 
want  warehouse  service  added,  that  is  added  to  t.  e  cost.   If  you 
want  a  sm.all  two  or  throe  bags  at  a  time  service,  th.'i.t  costs  irioro. 
These  services  are  just  added  up. 

I  think  perhr.Ds  I  misconstrued  this  program,  subject.  lu  the 
first  place  it  says  "storage  facilities.''  I  w  .s  t'linking  of  tl:.at 
word  literally,  and  I  got  the  impression,  from  this  discussion,  that 
you  .:VQ  thinking  about  cooperative  storos.  --o  are  embaricing  upon 
the  establishanont  of  cooperative  stores  throughout  t'.o  to.vritory, 
for  we  are  convinced  wo  can  do  th^  business  at  loss  than  half  tbe 
oJd  cost,  and  render  all  the  service  the  comimunity  rv. quires. 
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(Mr,  Burritt,  continuing)  Wc  will  give  it  without  these  credit  and 
storage  costn,  or  we  will  give  it  Vv'ith  them,  and  wc  will  do  it  at 
cost  which  will  be  less  than  one  half  of  the  old  cost.   I  think  that 
it  will  he  necessary  for  a  considcrahlc  number  of  individual  men  to 
furnish  New  York  that  service,  small  lots  at  any  time  they  want  it, 
and  that  is  the  reason  for  the  store.   Put  there  is  no  reason  for 
paying  ten  or  fifteen  per  cent  for  that  service,  as  wo  have  been 
doing. 

Chairman: '-The  question  under  discussion  is:   Should  the  Large 
Cooperative  Furnish  Local  Storage  Facilities?   And  it  is  suggested 
that  Mr.  Feabody  of  Vifhite  River  Junction  might  like  to  express  him- 
self upon  it. 

Mr.  Peabody:-!  feel  there  are  several  here  who  have  had  much 
greater  experience  in  this  than  I  have.   We  have  operated  in  the  place 
four  years  giving  retail  service  at  one  of  our  stations,  and  that, 
possibly,  is  different  than  it  is  in  several  other  sections  in  the 
State  of  Vermont  and  New  England  as  a  whole.  Our  headquarters  arc  at 
White  River.   ',7e  have  no  facilities  for  grain  or  for  fertiliser  and 
spraying  material.   Trevious  to  our  going  out  into  the  so-called 
retail  business,  we  thought  there  was  a  demand,  a  need,  for  some 
sorviCG  of  that  type.   To  start  out  with  we  didn't  purchase  any  place 
of  business,  but  rented,  and  were  fairly  successful  in  r\inning  a 
new  business.   In  the  past  year  v/c  thought  wc  could  see  the  possibili- 
ties that  would  enable  us  to  erect  our  entire  building,  which  we  have 
done,  and  the  building  is  nearly  completed.   Wc  have  our  office,  room 
for  storage  facilities.   With  the  combination  of  all  those  require- 
ments we  felt  that  the  business  warranted  good  returns  on  the  invest- 
ment, and  we  have  been  fairly  successful.   There  are  people  here, 
other  exchange  managers,  who  have  had  more  experience  than  I  have 
had. 

Coimnont:-!  have  made  a  six-year  study  of  cooperation.   I  think 
it  is  a  large  field,  and  I  think  tlie  local  man  in  the  coinmunity  is 
entitled  to  a  great  deal  of  consideration.   He  pays  taxes  on  the 
grain  delivered  in  the  town,  and  he  pays  it  in  the  town.   If  a  man 
wants  money  to  use,  he  goes  to  the  local  dealer,  who  is  tied  up. 
That  is  the  spirit  of  cooperation,  I  believe.   He  feels  the  need  of 
the  grain  dealer,  but  also  his  responsibilities  as  a  citizen,  and  I 
don't  believe  the  day  will  over  come  when   you  will  entirely  eliminate 
that  type  of  dealer  In  these  little  towns. 

Mr,  Robinson:-!  wish  to  express  my  idea  that  it  is  up  to  the 
cooperatives  to  try  to  ascertain  what  the  demand  is,  but  farmers  do 
not  express  themselves  very  freely.   In  Illinois  the  cooperatives 
nave  rendered  great  service  to  the  farmer  in  helping  him  get  mater- 
ials regularly  and  unloading  from  the  car.   However,  they  found  that 
the  number  of  farmers  fell  away  year  after  year.   In  response  to  their 
inquiries  they  finally  discovered  that  the  farmers  v/anted  a  chance  to 
get  the  material  and  hlaul  it  home  any  time  they  happened  to  be  iri 
tx3v/n*   Probably  those  farmers  wore  entirely  sound,  economically,  in 
acting  as  they  did.   V/hen  they  came  to  town  with  a  load  of  hogs  or 
grain,  they  wanted  to  take  stuff  out  of  the  storehouse  to  haul  back. 

Mr.  Buckingham: -I  wonder  if  we  are  getting  at  this  from  the 
right  angle?   I  believe  there  is  a  demand  on  the  part  of  certain  men 
for  golT[-g  into  a  local  grain  business  where  they'-'can:.  supply  material. 
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I  wonder  whcth*»r   ':^r  nr>t    thrr<?   i.-^   an   atti'jud-    -^n   i;h«    part   '-«f   tho 
crDporaliv<»3    to   perfr-rm   that   kind   cf   acrvlcc      At    th^    pr'^.T'nt 

tlni-    tho.^o   who  want    to  tr"  ^ ^i- -    ^ ^    .  -  .,- 

are    takon   off.       Tlic    coop( 

particular   r'^3pon.='ibitity   at   thin    time „„ ..^j^.^-.. 

should    the    local   distributors,    who   aro  now   taking;   carp    of   the? 


tini-    tho3o   who  want    to  buy  from   the   Iccal  man.    possibly   on   credit, 

rorativer,   do  not    r,or'va   ^o  have   any 


'JVliat   w;^uld  happc>2i 
taking   car<?    of 
cf    the   hi; sine 3 3'^ 


I 
liat 


peopl'^  who  want  to  buy  en  credit  drop  out  cf 
beli^x-^c  th^  cooperativ^3  ohould  answer  that  question.   All 
can  be  a^ked  of  th-  ccoperatix'rn  at  the  present  ti:no  is  t'^ 
study  the  situation  and  to  place  themselves  in  a  position  to 
know  exactly  what  to  do  when  that  responsibility  is  put  upon 
them.   At  the  present  time  cooperatives  seem  to  h.ave  an  idea  that 
they  ar--^  living  up  to  arrangements  as  far  as  car  door  delivery 
and  cash  payment  ari-  conC'^'rned.   They  believe  this  way  is  the 
ch*ap(»3t  in  which  the  farmer  can  buy  his  grain.   Until  circum- 
stances change  and  the  cooperatives  have  a  direct  responsibility 
put  upon  them  to  tak*"  care' rf  that  kind  of  trade,  I  believe  that 
it  is  better  for  them  to  try  and  stick  tc  the  idea  they  now  have 
of  car  d'^cr  delivery  for  cash,  and  to  see  vdi^ther  th.ey  can't 
build  along  that  ] ine  rather  than  trying  to  meet  the  other 
problem  because  of  a  public  demand  for  credit.  The   cooperatives 
will  hav«»  tc  answ«>r  this  question  when  they  feel  they  havf  " 
special  responsibility  for  catering  by  taking  care  of 
particular  kind  of  trade,  which  at  the  present  tim*^  i 
ad<^quately  taken  care  of  thorough  ether  agencies. 


of  that 


being 


Comment:-  I 
advantag'=>ou3  to  ha 
an  amiouht  of  grain 
by  rats .  In  my  no 
the  cooperatives  h 
to  glv  that  servi 
place  that  is  larg 
it,  hire  local  hoi 
farmer  to  give  tha 
couldn't  hav*  obta 
CJT  Exchange  becau 
Parm.rtrs  ar°  going 
th"^  cooperatives^w 
eroup 


am  a  farme 
ve  truck  se 

at  a  time 
i^hbcrhced 
avp"  a  duty 
c-" .   I  beli 
e  enrugh,  p 
P,  pay  taxe 
t  service, 
ined  it  by 
se  it  was  1 
to  demand  s 
ill  have  to 


r  and  have  f^und  that  it  is  very 
rvice.   I  don't  have  to  buy  as  larg«5 
and  don' t  have  so  much  destroyed 
w^"  have  car  doer  service.   I  tb.ink 
to  th«^  farm.^rs  and  their  ccmm.unity 
eve  that  they  should  go  inte  a 
ossibly  buy  rut  that  store  and  -^wn 
in  that  communit7>',  and  J^.•lp  th'^ 


I  wanted  some  nitra- 
car  dorr  s'^rvlce.   I 
ecated  whrr*  i  oouJ 


of  soda  and 
;ot  it  frcm 
:ruck  it. 


ervlc©    to    the    custr>mer5.      I    think 
fut   in   stores   if    they   expe^'^t    te 


cur 

Parm.x^  ^..^-..^^.^^ ,    ,..xw 
Cooperativo  Exchange." 


Chairman  Packard:-  We  have  on  our  program  a  speaker  fr 
neighbor  state,  Mr.  Parmicnter,  Manager  or  Merriraac  County 
lers  Exchange,  who  will  discuss  "The  Field  fcr  the  3mall 


THE  FIELD  FOR  THE  3MALL  COOPERATIVE  EXCHANGE 
E.  W.  rarm.enter 


Mr.  Chairman,  T,adies,  and  C-entlemien: 

I  have  prepared  a  short  paper  which  is  sort  of  a  s^juia..ary 
of  conditionc  in  our  smail  territory,  v/hloli  is  the  largest  in 
New  England  doing  business  by  branch  store  mefchods,   I  think, 
l.est  wo  forget,  it  might  be  woll  to  consider  the  r'^ason  frr 
forming  our  local  exchanges  a  fev/  years  tack. 
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TI'E  PLACE  OF  TRS  SIViALL  LOCAL  EXCIIAf^GE 

Lost  \vc   forgot^  in  approacL.ing  this  subject.  It  v;ill  bo  well 
to  consider  for  a  moment  the  reason  for  forming  the  local  oxchang^js  a 
f ^v/  years  back.   At  that  time  few  farmers  had  motor  trucks  and  their 
purchases  wore,  for  the  most  part,  confined  to  dealing  with  the 
local  merchant.   Those  local  m^^rchants  wero  generally  pretty  good 
follows,  but  had  become  autocratic  from  lack  of  competition.   In  the 
locality  with  which  I  ;am  acquainted  I  was  obliged  to  pay  feho  retail 
single  bag  price  for  ten  tons  or  more  of  one  commodity.   '.7e  farmers 
know  that  this  was  x;.nbusincsslike  and  cast  about  to  buy  our  supplies 
at  v/holes-\lo,  but  found  we  were  unable  to  do  so,  because  of  the 
protection  extended  to  the  retailor  by  the  wholesaler.   We  appealed 
to  the  Farm  B"areau,  and  thcj   were  able  to  break  through  this 
barrier,  and  groups  com  .encod  to  buy  at  wholesale.   It  is  well  to 
romcm/oer  the  conditioriS  at  that  time  when  figuring  the  value  of  our 
exchanged  today.   Several  different  types  of  buying  organizations 
were  formed  at  th .  start,  fev/  of  which  survived,  but  among  the  sur- 
^^ivors  arc  representative  organi.'zations  of  nearly  all  tho  typ^.s. 

Luring  this  period  the  chief  trouble  of  farmer  owned  organisa- 
tions has  been  lack  of  management  and  direction  and  the  lack  of 
capital.   Cooper  itivc  influence  is  two  sided.   A  coop  may  operate 
to  hold  up  prices  as  '■■oil  as  to  hold  them  down.   We  still  have  organ- 
isations in  existence  which  are  charging  so  high  a  price  for  tho 
commioditios  they  handle  that  it  is  e  'sy  for  individual  dealers  to 
charge  a  wide  margin  of  profit.   Every  farmer  iii  their  territory  is 
paying  a  penalty  on  account  of  the  existence  of  tho  coop.   I  think 
this  is  an  important  point  and  should  be  witched  by  all  directors 
and  patrons  of  cooperative  companies.   Farmer  members  are  entitled  to 
an  efficiency  of  management  that  -will  not  only  deliver  to  t^  em  the 
highest  quality  of  supplies,  but  deliver  them  at  a  lower  price  than 
any  privately  owned  organization  is  willing  to,  or  there  is  no  ex- 
cuse for  tho  existence  of  the  coop. 

We  have  learned  many  things  since  we  started  our  exchange, 
chief  .<among  them  that  it  costs  money  to  do  business.   We  have  our 
own  m^ills  "^nd  operate  both  as  a  car-door  and  branch  store  company. 
Manufacturing  our  own  foods  and  op/orating  six  branch  stores,  wo  have 
been  able  to  hold  our  entire  expenses  Including  dopreci'^tion  to  10/^ 
of  our  sales.   Although  we  still  do  business  fromi  tho  car  door,  v-rc 
believe  the  branch  store  system  to  be  much  more  sound  and  better  for 
the  community  we  serve.   It  is  difficult  for  any  coramunity  to  get 
along  without  a  grain  and  supply  store,  but  if  we  go  in  there  v-'ith 
car-door  service  and  drive  out  the  local  d.^alor,  who  many  times  acts 
as  advisor  and  banker,  we  arc  not  doing  that  town  as  m.uch  good  as 
vjc  are  harjii.   In  a  few  instances  v/e  have  changed  tho  local  dealer  to 
our  methods,  and  let  him  handle  our  feeds,  ijut  sell  farmers  direct 
in  that  town  if  they  wish  carloads. 

At  the  start  we  handled  grain  almost  exclusively,  but  have 
found  there  are  many  other  items  of  superior  quality  needed  by  the 
farmer,  and  we  are  as  yet  handling  only  a  few.   A  locil  exchange 
can  work  very  closely  with  tho  extension  service  in  the  territory 
served.   V/hen  tho  demonstrations  of  certified  s  .ed  potatoes  v/ere 
being  carried  on  some  years  a.i^o ,  o-'or  company  st -.rted  bringing  in  the 
proper  quality  of  certified.   (There  is  as  much  difference  in  Certi- 
fied seed  as  there  is  botw'^on  individual  registured  cttle.) 


o 
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That  branch  of  our  service  his  now  reached  a  vol-umo  of  20,000 
bu.  in  our  small  territory.   Quality  field  seed  of  known  origin  is 
being  distritiute*.   V/e  are  New  Hampshire  r jprescnt- tivos  of  a  l-.rgc 
duster  company,  us-ing  six  to  eight  cars  of  dust  a  yo^r  besides  the 
machines,   '."'e  arc  jobbL;rs  of  automobile  tires,  retailing  them  at  the 
duller' s  list,   ",'e  hove  lately  added  high  quality  p'lint  to  our  line 
and  passed  along  a  large  saving  hero.   We  distribute  200C  tons  of 
fertiliser  under  our  own  brand.   Manufactured  near  home  on  know., 
forraul  '.s,  wo  can  keep  in  close  touch  with  the  factory.   There  are 
many  more  services  wo  expect  to  -Add   as  fast  as  v/c  can  finance  them. 

In  nine  ycirs  wo   have  grovm  from  nothing  to  a  company  owned 
by  1,100  farmers,  who  have  paid  in  •,,■204,000  of  capital  ani  only  67 
stockholders  are  not  f/irmcrs.   We  are  doing  a  business  of  yl,  400, 000 
aor  annun  in  seven  stores  and  have  lost  roughly  only  ^-6,000  in  bad 
debts  since  we  h^ve  been  in  business,  pr'  ctic.-illy  all  of  that  in  the 
>^arly  days  of  our  existence.   We  are  now  very  shy  v>'hcn  i  irai  m.entions 
credit.   Our  business  is  constantly  growing  as  the  service  wo  render 
grows.   We  have  paid  fifteen  consecutive  semi-innual  dividends,  taken 
ill  the  depr jci:;tlon  the  gov^rnraent  will  p.IIow  and  creited  a  surplus. 
'Vo  have  gotten  out  \  financial  statement  uv^ry  month  since  vje  have 
been  in  business,  so  v/e"  know  at  all  tim..s  hov;  we  stand.   During  these 
years  we  have  sold  grain,  feed,  \nd  supplies  at  rut:\il  at  a  lower 
avcr:ige  price  than  any  other  d>^aler  in  our  territory.   This  record 
would  seem  to  prove  that  the  locvl  exchange  was  needed  in  our  terri- 
tory, at  least,  or  v/e  v;ould  not  have  received  the  kind  of  support  we 
have  had. 

'wTiat  is  the  future  of  the  local  exchange?   Who  knov/s?   I  will 
confess  I  do  not.   The  future  of  f  .rmer-owned  companies  worries  me 
considerably.   I  have  ray  ov/n  opinions,  but  evidently  they  arc  v/orth 
little,  'is  I  find  v^ry  few  people  share  them  with  me.   llfhat  I  say 
nov/,  I  am  throv/ing  in  just  for  points  of  discussion  and  has  nothing 
to  do  with  the  policies  of  Merrimack  Farmers'  Exchange.   If  I  were 
to  start  a  local  exchange  according  to  -ay  own  theory,  I  would  g;ither 
those  men  around  me  v/ho  wished  to  play  and  ''go  to  it".   I  v;ould 
never  ask  a  man  to  trade,  never  '.dvertise,  never  have  any  men  in  the 
field,  but  would  with  the  extension  force  for  field  service,  cutting 
my  costs  to  a  minimun  and  selling  high  quality  goods  at  a  price  so 
lov/  business  v/ould  come  of  its  own  accord.   In  building  up  he wy  over- 
heads, advertising  costs  v/ith  field  men  and  high  pov/ered  salesmen 
v/e  are  drifting  toward  the  point  v/horo  I,  as  an  individual  farmer, 
must  start  all  over  again  by  organizing  my  neighborhood  to  cut  these 
costs  out  as  I  did  at  the  start.   I  am  not  a  bit  interested  in  this 
iaovement  exccpit  from  the  farmer's  viev;  point.   I  maintain  that  if  wo 
drift  in  the  foot-steps  of  privately  owned  concerns,  we  will  I'.nd  in 
the  s-une  overhead  ..nd  hec;.vy  expense.   In  other  v/ords.  If  big  comp  .n- 
ies  wish  to  go  to  extremes  of  using  thous.nds  of  doll-^rs  in  com- 
petitive ,dvertising  and  high  powered  selling,  let  tbjom  butt  th^ir 
he.:^ds  together,  while  we  put  oijir  money  in  the  fcag  of  grain  we  sell. 
If  a  coopera.tive  c  .nhot  exist  without  constant  high  pow^.r  selling, 
it  is  not  functioning  to  s -.ve  the  f.:.rraers  money,  the  only  reison  for 
its  existence,  because  no  one  v;ill  hover  ..round  .  money-s  .ving  out- 
fit closer  th  :n  -.   farmer.   7,'e  he..-r  soine  say,  "Price  m.:kes  no  differ- 
ence if  we  get  the  quality'',  but  I,  .is  ac  f  .:rmcr,  .aii  going  to  demand 
high  quality  and  low  pr3.ce,  both  in  the  the  same  b  :.g  at  the  same 
time,  vvhereever  I  buy. 
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Chairman  Packard:-!  think  before  my  discussion  via   will  take 
up  the  next  paper,  "Should  the  small:,  cooperative  extend  credit? 
Sell  for  :\  fixed  margin  or  follow  the  market?"  by  Ralph  Elliott, 
Manager  of  Addison  County  Farmers  Exchinge. 

(Mr.  Elliott  not  present ). 

Chairman  Packird: -T'^en  I  v^rill  c  -11  on  Dr.  Perrogaux. 

Dr*  Perreg.iux: -The  cheapest  method  of  handling  a  commodity  at 
the  retail  point  is  for  the  buyer  to  perform  as  m  my  of  the  rctr'.il 
services  for  himself  as  possible.   This  may  express  itself  in  sever '.1 
ways.   It  may  bo  he  foresees  his  needs  by  ordering  in  advance,  and 
takes  the  chance  of  ;\  rise  or  fall  in  the  market  price.   If  somebody 
else  h-^.s  to  do  that,  it  means  a  service  for  which  the  buyer  has  to 
pay.   If  he  dem.^.nds  delivery  the  s  -me  holds  true,  for  it  costs  money 
for  trucks  and  the  men  who  run  them.   If  he  demands  warehouse  ser- 
vice, it  is  the  sane  thing.   If  a  w  ^rehouse  is  established  a  man  has 
to  be  there  to  give  service.   Every  s^-rvice  that  is  added  to  each 
bag  of  feed  means  an  added  cost. 

It  may  be  that  there  arc  ot^cr  things  which  the  farmer  wants 
to  do  v/hich  prevent  him  fro-m  exercising  th^t  service  for  himself.   He 
may  think  that  something  else  is  more  important  and  his  time  too 
valuable  to  spend  unloading  feed,  when  the  the  c  ^r  comes  in. 

As  to  the  cost  of  these  different  operations,  a  study  of  re- 
tail feed  stores  in  Now  York  State  showc:d  that  it  cost  between  10 
and  12^  to  do  a  retail  feed  business  including  delivery  and  all  the 
other  charges.   It  was  found  that  mrodit  incre'\scd  the  cost  materially. 
In  extending  credit  the  annual  cost  was  :bout  15%   in  the  retail  feed 
stores.   If  a  m-m  was  buying  from  a  feed  store  'nd  getting  credit, 
ho  was  paying  13/s  for  the  use  of  money.   A  raan  could  get  his  credit 
at  a  bank  for  6%,  pay  cash  for  his  food,  and  save  mo  .ey, 

I  think  that  in  a  gre'.t  many  cases  the  farmer  has  boon  led  to 
believe  that  credit  costs  nothing.   The  study  reported  that  a  great 
many  food  dealers  r..fuscd  to  make  any  discrimination  between  cr'.sh  and 
credit  customers.   They  refused  to  recognize  that  there  was  any  cost 
involved  in  giving  credit.   Credit  moans  a  lot  of  bookkeping  and 
chances  of  bad  debts. 

One  of  o'xp   cooperatives  recently  lost  an  'iccount  of  t^'OOO  owed 
hy  a  farmer  who,  up  to  f:c  day  he  failed  f inane i;illy,  was  considered 
responsible  and  was  probably  one  of  the  best  farmers  in  his  com:nun- 
ity.   He  made  a  mistake  in  management  which  cost  him  his  farm  and  cost 
the  cooperative  ip900.   The  manager  had  told  some  one  a  few  days  before 
that  they  didn't  have  a  bad  account  on  their  books.   That  cornie  ovor- 
'iiight.   The  extension  of  credit  is  a  pr .^carious  thing  and  it  costs 
money. 

Of  course,  we  realise  there  are  a  great  many  f'lrmers  who 
probably  have  to  be  carried,  v/ho  probably  can't  or  don't  want  to  pay 
c-^^sh,  and  they  have  to  be  carried  by  someone.   But  it  seems  to  mo  t 
that  a  cooperative  or  retail  feed  dealer,  doing  a  credit  business, 
should  make  some  discrimination  between  the  man  who  buys  for  cash  and 
the  man  to  whom  credit  ifc  given.   If  I  buy  for  csh,  I  hate  to  pay 
p^rt  of  the  other  man's  credit-  costs. 

As  far  as  the  second  portion  of  the  question  is  concerned: 
shoult  the  small  cooperative  sell  for  a  fixed  margin  or  follow  the 
market?   I  think  it  depends  on  the  typo  of  business  that  is  being 


don'.  .   I  don't  see  how  the  Easturn  Status  F:\rmcrG  ^xchivaQo ,    with  Its 
present  business  set-up  c  n  do  anything  but  slII  on  the  basis  it  does, 
th>,.t  is,  a  definite  price. 

The  loc  .1  organisi'.tion,  the  feed  storu  or  retail  cooper^.tive 
th:.t  is  op'.r:.  ling  in  a  corr.rr.unity,  buys  f'.,ed  from  d.  y  to  dj.j  ^.nd  it 
se-ms  to  mo  it  should  operate  on  a   day  to  day  market  policy.   It  must 
protect  itself  by  follwing  the  'narhot  goin,a  up.   If  th  : t  organiz;..-tion 
Veeps  the  price  of  its  goods  down  w-on  v.hu  aric  s  ar^  on  the  way  up, 
and  its  custo-ners  know  the  organis;ition  ha;  mad.  .:.  f  vor  blc  buy,  tie 
patrons  will  s.iy  absolutel,;  n-.thing  a  jout  it.   .-..ut  :.f  the  or^ '.nization 
has  m^adv^  a  purchase  at  ..  high  levul  ana  t  e  pric^  suddenly  drops,  th^. 
^cmbc.rs  -von't  hes^abate  a  minute  to  nvt"f_  t'a^  m  n.v.r.   In  ordv  r  to 
protect  itself  in  price  drops,  it  must  move  its  price  up  ;-nd  down  with 
the  wholesale  m.arket  price.   I  th.iak  the  only  s:.fe  v/..-  is  for  the 
loc:\l  retail  unit  to  follow  the  marki.t,  unl  .."  ordci'S  have  been  t..kcn 
in  advance  to  sell  at  a  definite  contract  ,:rice. 

Mr.  Cooley.-I  have  l.eard  taat  i.ir .  '^ochra   of  3to..'u  liaj  the  r^pu- 
t^.tion  of  being  a  good  guess^r  for  the  f  rvn.rs  '  benefit  and  would  like 
him.  to  tell  a  little  of  his   xperionces. 

lir.  ''ochran,-  I  am  not  prep...red  to  m.ake  any  talk  along  this  line, 
but  as  far  as  being  a  good  guesser  is  concerned,  that  is  ;\11  we  are  in 
the  feed  business  for.   >«e  ]?:now  that  the  f-aw  dealers  m  Vermont  can 
do  but  a  very  little  tow  rcls  controlling  the  price  of  gram.   ^o  v/. 
laa-'c  to  guess  and  buy.   I  thin.k  what  Dr.  r^rre^i'-ux  s...id  m  regard  to 
following  the  market  up  and  down  is  correct.   -cor  illustration,  a 
dealer  buys  grain  for  5^^,50.00  a  ton  and  the  v/holes  ale  Pj-icu  goes  down 
to  ■,;)40.00,  it  is  necessary  for  the  dealer  to  ta^te  the  loss,  otherwise, 
t'-e  farmer  will  buy  his  gram   Isc'/here.   If  t':e  d--  .Icr  st'.nas  this 
loss,  he  should  -.Iso  ta'':e  adv..nt;\ge  of  the  rise  i   price,  as  well. 
Consequently,  I  thm]:  it  s  fer  to  follow  the  mar'vet  up  .'.nd  dovm,  unli^ss 
some  large  dealer,  having  capital  and  war^hous  s,  will  give  us  a 
guaranteed  price. 

T  think  a^l  small  cooper  .tive  organisations  are  ii\clined  to  give 
too  m.uch  credit.   Plowever,  our  organization  has  been  fortun:\te  in 
miakmg  collections,  aJ.thougVj  at  timics  w.-.  have  given  credit  to  sore  m.en 
who  could  not  have  givea  go  d  security  had  vve  aslred  for  it,  and  yet 
those  sam.e  men  have  paid  their  feed  bill  to  the  last  dollar.   I  know 
that  a  c.:sh  basis  is  a  good  system,  in  selling  any  commodity,  as  far 
as  business  is  coac  rned,  but  in  a  copperative  farm.er-owned  organizatiorj. 
I  believe  credit  should  be  givea  as  far  ;\s  possible  without  injuring 
the  business.   In  loc.liti  3  whx.re  miem.bers  produce  suma-itr  milk  and 
have  only  a  small  mcom.e  in  the  winter  moutlis,  it  is  quite  convenient 
to  have  a  place  wh'^.re  they  m.ay  get  their  gram  and  pay  for  it  later 
m  the  year  when  they  have  a  larger  income. 

I'.^r.  t'oote ; --^on' t  you,  in  your  regular  practice,  take  the  feed 
bill  out  of  the  milk  checa? 

Answer : -Yfjs ,  but  we  often  give  credit  beyond  what  the  m.ilk  check 
amounts  to.   As  I  have  mentioned,  wl  plan  to  ta^cc  c^-.re  of  the  member, 
■  •-s  far  \7:.  think  it  s..-fe,  during  the  period  of  low  milk  production  and 
later  deduct  the  amount  fromi  the  milk  check  when  the  memib^r  has  a 
higher  milk  production.   »'e  also  charge  interest  at 
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6%   after  three  months.   Our  reason  for  charging  interest  instead  of 
raising  the  price  of  feed  is  to  nrotect  those  v;ho  pay  for  the  feed. 

v'h.en   they  buy  it, 

i'r.  Perregaux:-  I  would  like  to  make  one  nore  statemert,  on  the 
credit  situation.   I  fir'^ly  believe  that  nost  of  the  difficulty  '-ith 
the  issuance  of  credit,  in  local  stores,  whether  retail  or  co-operative, 
is  due  to  the  fact  that  the  nanager  of  the  local  unit  does  not  believe 
a  cash  pay-rient  basis  feasible.   We  fou^d  in  our  studies  in  Nev;  Yor'" 
that  a  large  amount  of  the  credit  was  due  to  the  local  managers  that 
their  stores  could  do  as  mucli  business  on  a  cash  basis  as  on  a  credit 
basis,  and  where  the  manager  believed  a  cash  business  was  possible  he 
usually  achieved  that  ob^iect.   The  man  ^vho  said,"V(e  cannot  get  cash," 
usuall"  had  a  lot  on  his  books.   If  the   man  runninr  t>ie  business 
believed  that  cash  was  -nossible,  he  convinced  the  firmers  that  it  was 
the  best  nolicy.   It  is  largely  through  the  resnor.si'^lllty  of  t)ie  local 
manager  that  the  whole  oicture  can  be  changed. 

Mr.  Whittle,  ("'anchester ,  :'.W.)--  Tv;o  or  three  times  the  idea 
that  the  local  grain  dealer  pays  tazes  to  the  local  communit:''  and 
should  therefore  be  supported  has  cone  up.   ".e  get  the  idea  that  the 
local  dealer  pays  that  out  of  his  socket,  yet   he  gets  it  out  of  the 
iDoc'''ets  of  the  people  that  he  supplies  v'ith  grain.   It  is  economic, 
and  it  is  not  .^sentimental. 

Announcements  by  ilr.  Gooley. 

Chairman  P.ickard:-   If  there  are  no  further  questions  you  stand 
adjourned  until  1:30  o'clock  this  afternoon,  same  room. 

Adjournment  taken  until  1:30  Friday''  afternoon. 

V  RMOFT  COOPERATIVES 

E.  H.  : Bancroft. 

Granite  City  Cooperative  Creamery,  Barre,  Vt 

I  am  not  going  to  attempt  to  sneak  of  all  the  problems  that 
corcern  cooperative  marketing  in  the  brief  twenty  minutes  that  I  have 
to  talk.   I  think  the  nrincipal  one  that  faces  the  cooperative 
creameries  in  Vermont  is  changing  their  methods  to  meet  changes  that 
have  taken  place  in  the  milk  market  due  to  the  rapid  Increase  in 
copulation  in  the  cities  of  southern  Few  England;  due  also  to  the 
advertising  of  milk  and  dairy  products  that, has  been  carried  on  for 
some  tim.e,  and  also  due  to  the  improvement  in  the  quality  of  milk.   As 
the  consumption  of  milk  has  increased,  the  milk  shed  has  corresponding- 
ly reached  out  further  and  further  until  nov;  it  is  taking  nearly  all 
the  available  territory.   Another  factor  is  the  rapid  increase  in  the 
population  in  Few  Yo^k  City  v.rhich,  if  I  am  rifrhtly  informed,  callft  for 
five  thousand  forty-quart  cans  increase  for  daily  delivery  each  "ear. 
I  understand  that  this  year  it  will  take  six  thousand  cans.   This  has 
caused  the  IJew  York  Milk  Shed  to  crowd  in  on  the  Few  England  I^ilk  Shed. 

Since  the  cooperative  m.ovement  started  in  Vermont,  we  ha\-e  been 
operating  in  a  buyer's  market.   In  marketing  the  product,  the  price  of 
the  commodity  has  been  the  principal  factor  in  determining  the  sale. 
The  market  was  strongly  competitive  and  the  lowest  price  got  the 
business.   It  has  now  become  a  sellers'  market.   The  Vermont  coopera- 


8B    el'eflcf 


.1    fc'Hj) 


T       ■  •.  r 


3  "  e  cr 


ens  Of 


:Qti'- 


.  rc'-oj^' 


OGiO 


■^  * '   '    "*  o  >' 


-52- 

tives  have  got  to  realize  this.   If  they  fail  to  do  so,  they  are  going 
to  be  in  difficulty.   To  meet  these  new' conditions ,  we  need'better 
marketing  facilities  and  a  closer  vmion  of  all  the  cooperatives. 
The  cooperatives  in  Vermont,  when  compared  '^ith  the  cooDerative 
organizations  throughout  the  country,  have  been  very  successful  and 
I  think  will  stand  well  with  cooperative  organizations  of  all  types. 
But,  under  these  changed  conditions,  we  vrill  have  to  meet  very  strong 
competition.   That  is  why  we  need  the  closer  union.   Up  until' this 
time  we  have  operated  almost  independently.   There  have  not  been 
reasons,  that  exist  nov/,  '"by  we  should  stand  closer  together.   An  ef- 
fort is  being  made  at  this  time  to  bring  all  the  Vermont  cooperatives 
together  into  an  association  of  milk  marketing  cooperatives  and  a 
meeting  has  been  called  for  the  2r,th  of  this  month  to  attempt  to  bring 
this  about.   Such  an  organization  ought  to  be  of  trem.endous  value  in 
solving  some  of  our  nroblems. 

Improvement  in  the  quality  of  our  Droducts  and  stabilization  of 
the  market  are  what  we  should  try  to  accomplish.  The  time  has  gone  by 
when  there  is  any  excuse  for  trying  to  get  new  markets  on  cut  prices.' 
The  Vermont  coooeratives  have  get  to  be  price-getters  from  now  on,  and 
they  can  be.  We  are  already  moving  some  milk  into  the  New  York  Milk 
Shed.  This  is  a  factor  of  tremendous  iranortance  because  it  brings  the 
New  York  Market  into  comoetition.  Personally,  I  think  the  outlook  for 
the  Vermont  Cooperative  has  never  been  brighter. 

I  want  to  repeat  that  it  is  imperative  that  we  meet  changed 
conditions  with  changes  in  our  operating  method.   In  the  past  manu- 
facturing has  been  one  of  our  most  important  functions,  we  have  had  to 
deal  with  a  tremendous  amount  of  surplus  practicallv  the  vear  round 
This  has  been  manufactured  in  the  country,  and  it  has  been  possible' 
to  meet  competitive  prices  by  manufacturing  these  products.   That  time 
has  passed.   The  amount  of  milk  that  can  be  delivered  through  the  ■ 
months  of  short  production  must  be  sold  as  fluid  milk  throughout  the 
year  at  the  full  market  price  if  we  are  to  meet  competition.   Also  the 
cooperative  creameries  that  continue  to  exist  must  operate  efficientlv 
Most  of  them  have  had  considerable  experience  in  operating  and  I 
think  they  will  be  efficient.  "■ 

So  far  as  the  Vermont  farmer  goes,  I  don't  think  there  is  any 
doubt  about  his  loyalty  to  this  cooperative.   Sometimes  we  may  have 
felt  that  he  was  not  as  loyal  as  he  should  be,  but  we  f^ot  that 
Impression  from  the  acts  of  a  very  few  men  in  our  organization   There 
are  always  a  few  t^at  are  not  good  cooper ators,  but  the  great  mass  of 
them  are  loyal.   They  stand  by  their  cooperatives,  regardless  of  any 
pressure  that  may  be  brought  upon  them,  and  I  think  as  time  goes  on 
they  will  be  even  better  cooperators.   There  is  a  new  generation  that 
lend  themselves  better  to  cooperative  marketing  than  did  their  fathers 
I  am  sure  the  Vermont  farmer  wants  to  keep  his  product  in  a  competitive 
market   Above  all  things,  ho  doesn't  like  to  sec  a  tendency  towards 
monopoly.   I  know  that  he  will  strive  to  vgep  his  market  open  and  will 
generally  stand  by  his  cooperatives. 

Mr.  Reynolds:-   I  would  like  to  inquire  if  this  contemplated 
movement  is  simply  for  operation  purposes,  or  to  forward   to  Jet 
together  administratively,  to  reduce  costs  and  increase  productions 

^v    J^^l   Bancroft:-   I  can't  say  how  far  that  will  go.   T^at  is  one 
th.ng  that  Will  be  taken  up  at  that  meeting.   I  think\  great  deal  San 
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be  done  by  associating  themselves  together  and  acting  unitedly  in 
promoting  interests  of  cooperative  marketing.   As  tine  goes  on  it  may 
be  advisable  to  consider  taking  on  more  and  more,   I  can't  say  at  the 
start  how  far  they  will  go. 

Chairman  i'l'cGrath:-  There  win  be  slight  change  in  the  next  part 
of  the  program.   !''r.  Hough,  who  was  to  speak,  has  been  detained,  and 
Dr.  Gilbert  is  unable  to  be  present.   Mr.  Hough's  place  v/ill  be  taken 
b77  Mr.  Buckingham,  Comm.issioner  of  Agriculture  of  Connecticut. 

THE  CONNECTICUT  MILK  PRODUCERS  ASSOCIATION 

i'';r.  Buckingham 

I  am.  appearing  most  decidedly  in  the  role  of  pmch-liitter ,  and 
hODe  I  am  not  going  to  strike  out. 

As  I  understand  it,  what  is  wanted  here  this  afternoon  is  a 
short  statement  as  to  the  history  of  the  Connecticut  Milk  Producers 
Association,  and  some  of  the  prirciTDles  that  it  is  standing  for,  and 
the  methods  it  is  using  in  order  to  bring  ai-^out  a  more  efficient 
marketing  and  production  of  the  com-odit-^-  in  v/hich  it  is  interested. 

The  Connecticut  Milk  Producers  Association  was  organized  in 
1917  and  has  been  onerating  since  then.   Those  of  us  v;}^o  have  been 
intimately  connected  v/ith  it  and  its  historv  are  a  little  inclined 
to  date  it  from  1P21,  when  our  good  friend,  f'r.  Hou^h,  tool'  charge,  and 
tbe  organization  com'-^enced  its  march  to  the  nositio''  v;here  it  nov; 
stands.   I've  have  about  2,500  or  3,  00  m.embers  and  conduct  a  business 
of  about  §12,000,000,  operate  in  35  m.'-.rkets  t-hroup:h  contracts  v/ith 
110  dealers. 

.e  started  with  contracts  in  1921,  a^d  i^'  192-  v;e  started  with 
what  we  called  the  pooling  contracts,  which  vou  all  recognize.   In 
1922  faced  by  a  considerable  siarplus,  it  seemed  to  be  absolutely 
imperative  that  v/e  do  something  to  take  care  of  the  mill-  which  could 
not  be  taken  care  of  on  straight  contnacts  and  used  as  fluid  milk. 
Vje  adopted  the  method  of  pooling  which  v'as  started  i*-  a  small  \vay  with 
a  fev/  dealers.   Now  it  has  reached  the  point  ^'-'here  practically  all  of 
our  large  d-alers  who  are  in  nosition  to  handle  surnlus  are  bu^^ing 
their  milk  on  poolers'  contracts. 

There  have  been  certain  things  tow-.rd  vfhich  v-e,  as  an  organ- 
ization, have  been  aimi-g.  'ue   have  tried  to  fi^^d  out  for  v./hat  prin- 
cinles  along  efficient  and  economi©  lines  the  n.arketing  of  milk 
caller''  and  very  earlv  in  the  history  of  t'<^e   organization  v.-e  ""egan  to 
realize  that  it  v;as  extremely  important  to  nroduce  m.ilk  in  quantities 
as  nearly  as  possible  the  year  round  that  tiie  marlcet  demanded.   In 
order  to  acco'iplish  this,  there  was  insert'  d  in  the  contract  a  nro- 
vision  whereby  the  member  signing  up  on  the  first  d'o^  of  j-^pril . 
signed  up  to  ma]<-e  certain  amount  of  ^^ili-  ever-'-  d::--  the  -ear  round. 
■.e  re-aized  that  the  first  :>,-ear  at  least  it  ''as  p:oing  to  be  extremely 
hard  for  the  --^embers  to  live  up  to  those  contracts,  and  the  first 
year  t'-e  members  were  -dllowed  to  varv  lO',-  one  v/nv  or  the  other  without 
being  penalized.   Tb.e  contracts  call  for  a  nOTialty  of  two  cents  per 
quart  for  the  number  of  quarts  over  or  under  the  contract,  and  the 
amount  of  t  e  penilties  is  distriMuted  --'ck  to  the  nroducers  on  the 
basis  of  their  production.   If  a  man  h'^^s  had  his  herd  t'  sted  or  has 
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had  "lisfortune,  his  contracts  ^ire  rc-arranged  if  pos-iblo,  so  that  he 
won't  h'-ive  to  p'-iv   anv  more  of  a  penalty  tiin  is  absolutely  necessary. 
That  system  has  wori-ed  out  to  the  present  time.   Between  our  surplus 
period'  in  the  soring  and  the  short  period  v;hich  comes  in  the  fall,  wu 
h'^ve  a  variation  of  milk  in  the  State  of  Connecticut  of  about  3C%. 
In  other  v.'ords,  in  signing  up  -.round  the  first  of  April  (when  ve  'rire 
approaching  the  maximum)  the  dealers  like  to  have  a  leeway  of  about 
3^^  over  and  above  the  actual  fluid  m.ilk  requirements.   The"  then  feel 
safe  that  their  producers  will  be  making  enough  milk  to  carry  them 
through  the  short  s>.asor  in  the  fall.   \.-e  are  getting  so  that  va  can 
figure  that  pretty  closely.   I  believe  the  figures  show  that  last  7'-c  ar 
v;e  supplied  Conneaticut  milk  for  the  whole  ■^'■i  ar  vith  thi  cyoeptior  of 
about  tv/o  hours . 

These  contracts  are  signed  ar-ound  the  first  of  April.   Vjhile 
I  wouldn't  try  to  tell  you  that  evt^rybody  down  there  is  satisfied 
that  we  have  about  as  efficient  a  contract,  and   '^out  as  efficient 
milk  production  in  Connecticut  as  there  is  an^n'herf-  in  the  country. 
he   feel  that  the  price  v-t  get  for  the  milk  rcflc.cts,  to  a  certain 
extent,  the  value  of  the  contract.   For  some  five  yu    tf.   or  more  ve 
have  maintained  one  of  the  highest  prices  i^^  the  United  St^.tcs,  and 
our  present  price  of  mil'-,  as  far  as  the  fluid  goc-s,  hhs  bctn  stabi- 
lized at  the  present  price  for  nearly?-  thr^e  years.   The  peculi-.r  thing 
about  it  is  that  l-.st  y^  .r  v/e  found  that,  without  changing  the  fluid 
price  of  milk,  our  producers  had  b(  co^ne  so  Lfficient  in  ru>  ring  their 
herds  closer  and  closer  to  their  contract  amount,  that  at  the  same 
price,  with  a  little  more  efficient  production,  they  have  received 
an  increased  price  p^.r  quart.   Th  it  shov.'s  th^.t  as  ti-^e  goes  on  pro- 
ducers ire  learning  how  to  produce  milk  in  quantities  called  for  the 
year  round.   As  they  approach  perfection  in  that  Im^,  they  can  in- 
crease the  price  they  get,  whether  the  pri-i^r^  price  is  increased  or 
not . 

We  have  some  charts  here  that  I  have  ;sked   r.  r.oob,  who  is 
connected  v/ith  the  Association,  to  show  •■.nd  c -pi  .in  .  for  I  am  not 
sufficiently  acqu'-;inted  with  them  to  explain  them  to  a  croivd  of  this 
kind.    r .  Ross. 

(Charts  shown  and  explained  oy   i.ir.  Robb ) 

Question:-  I  would  like  to  ask  the  sp.,.aker  for  the  Connecticut 
Milk  Producers  Association,  v'-.o  controls  tht-  '-.arket  of  Conrecticut? 
Is  outsid.  milk  permitted  to  go  into  Connecticut? 

Mr.  Buckingham:-  We  try  to  supply  our  markc:ts  with  our  ov;n 
milk  just  as  far  as  possible.  \Jc   have  very  close  sunLPvision  on  the 
P^'rt  of  the  different  authorities  that  inspect  and  make  sure  that  the 
milk  is  proper  to  go  into  the  market.   ^e  fe^.l  th  t  wt,  ;,re  producing 
ns  good  a  quality  of  milk  as  'iny  state  in  the  United  St  tes.   Under' 
those  circui>istanc:  s,  most  of  tae  milk  producers  w]  o   have  tried  to 
come  in  from  outside  have  not  bt,en  able  to  meet  the  specifications  as 
to  production  and  p  steurization  that  obtain  in  Connecticut.   Ther/is 
still  some  milk  going  into  the  New  York  .nd  Massachusetts  markets  from 
Connecticut . 

Chairman  McGrath:-  The  next  spe  iker  will  represent  something 
a  little  different  amongst  producers'  orfrai  i^ations ,  i'r.  ii-^llidav 
^Secretary  of  the  Sheffield  Producers  association.       *   '     '  ' 
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THE  SHEFFIELD  PRODUCERS  COOPEK^.TIVL  ASSOC I.^TIOU 

fr.  Chairman:-  I  didr't  understand  irp.cn  I  rcccivod  my  notice 
that  this  was  to  be  a  sp.  och-making  raocting,   I  thouglit  it' v/ns  to  be 
more  of  a  round  tabic  discussion  of  the  problons  con^on  to  all.   If 
you  would  li':t.  mc  to  cxpl'.in  the  organization  of  the  Sheffield  Pro- 
ducers Cooperative  Associ':  tion,  I  shall  be  gl-id  to  do  so. 

The  Sheffield  Producers  Coop'.;rative  hs  soci  '.tion  is  a  b;;rgaining 
association  only.   It  does  not  vianuf '.cture  an^'-  of  t]ie  bv-nroducts  of 
milk,  but  simply  sells  all  its  milk.   T}ie  Sheffield  Producers  Coop..,r- 
ative  Association  •  ^e  organized  in  1922  v.'ith  3,000  m>enbi..rs.   .,c  have 
nov;  over  12,000  membL;rs.   l/vhen  ve  organized  va.  fur'  i she  d  the  Com.panv 
the  first  mo-- th, 9, 000  40-quart  ca.'s,  .rd  one  dav  i^^^t  "onth  \/e  fur- 
nished .iust  under  50,000  40-quart  cans.   .,.   believe  our  nssociation 
rend-rs  ■  re-l  s  rvicc,  ,;r!d  vill  frrow.   If  it  docs  not,  it  vail  di; 
a-d  it  oup:ht  to.  \ic   have  not  asked  our  producers  to  rign  any  contract 
Every  member  is  free  to  sell  his  mil'-  vrherever  he  can  g(  t  thi  best 
market  for  it.   He  is  not  bound  to  us  a  minute.  \.l   have  assumed 
that  by  selling  our  nil^:  at  i  low  sellinfT  cost  and  r<  turr-irg  to  our 
producers  the  1  rgest  shirc  of  v;hat  that  mill::  broug'it  into  tbc. 
market,  ivc  v;ould  hold  our  members,  and  the  histor-  of  the  orgnniz^nion 
shows  we  figured  right.   I  don't  thin^  this  is  t]ie  tine  or  plac  to 
discuss  the  rel-.tive  merits  of  producers'  orp-av  i^ations , 

Every  person  selling  milk  to  the  Sheffield  Farms  Comparv  is  " 
member  of  the  Sheffield  Producers  Cooperative  Association,  and  a  memV 
ber  of  the  local  unit  to  vhich  ho  delivers  his  mil^-.   There  pre  152 
receiving  stations  and  132  local  units.   Each  local  unit  ..leJts  its 
own  officers,  consisting  of  a  president,  a  vice-president,  a  secrct-.r- 
and  a  tre.asurer,  and  a  representative  to  the  district  meeting. 

The  milkshed  is  divided  into  sixteen  districts,  so  th'=t  -ou  can 
figure  on  about  the  average  nun-er  of  loc^^.l  u^its  in  ■  ech  district 
The  representatives  of  (  ach  local  unit  meet  and  ■.  lect  a  director  to 
go  to  New  York  to  sell  the  milk.   He  is  elected  for  a  term  o?  three 
years_and  serves  on  the  Board  of  Directors  or  conmitte.,  that  sells 
the  milk  m  New  ^ork.   That  is  the  organization:  first,  loc'  1  units 
where  every  member  h.s  a  vote;  second,  ..  district  unit' in  v.hich 
representative  from  oach  local  has  a  vote;  third,  a  Board  of  Directors 
which  transacts  the  ousmess  of  the  association  and  on  which  e^ch 
director  has  a  vote. 

Wo  meet  at  least  monthly  v;ith  the  officers  of  the  S-effiuld 
Farms  Company    ue  are  authorized  to  take  out  not  to  .xct<  d  one-b^lf 
cent  a  hundred  pounds  for  our  expens-s.   V.e  have  ^ai^^n  in  such^' 
large  quantity  of  milk  that  last  year  we  mad.  the  de'ductlon  for'^fivc 
months  onl^^  which  furnished  all  the  m.onev  necessary? 

The  thing  I  hoped  vou  wanted  me  to  taiv  about  w-.  s  the  con- 
dition of  the  mil-  market  m  New  vork,  and  tbe'e?fort  tbt  is  being 

LeaLe^and  thrShe??ind%"'^?"'-  '   ^"^"'  ^°  ^^^^  ^^^^^  the'Dairym:n?s 
i^eague  md  the  Sheffield  Producers  Association  have  acted  in  -ccord 

wheel   nl  So"-  "'    ^hjs  market.   We  have  ooth  put  our  should  rs  to  ^he 

wheel  and  done  everything  wu  could,  getting  all  the  d-t^^  -',- 

and  furnishing  all  the  information  we  could  in  reg^-^^rd  "to  fe^  dine  and 

the  like  to  induce  our  f-nr-mrr^c,  tr.   ^ni...  ...ti,  ±   "1   r°,  ^  ^"^S  ^nd 

that 
i^ons 


wheel  and  done  everything  wc  could,  getting  all  the  data  r^e    could 
the  ^?;?'f'"^H"''  '^^  information  we  could  in  regard  to  feeding  . 
h^^.^^^^  ^°  iri^^-^^^'  °^^  farmers  to  make  milk  enough  to  take  '^orc^of 

-PS  LeS'Sr  '^nd  fi'-   ^''  ^^°"^^  ^^"^'  ^^^  represented"  ^he  Dalry- 
^ens  LcoPue,  and  I  have  represented  the  Sheffield  Producers  Astoria 

top?ther    Air?f'  question  has  come  up  that  ..   have  not  ^oteS  ^n 
together.   All  the  rest  of  tne  committee  are  d.  alers.   There  are  t 
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farmers  ropruStnt  ",tivc  on  th't  cor'jTiittco ,  '^--'d  s'.vcn  du'/lers .   At  our 
1  3t  muctlng  v;&  p;ot  out  a  rvport  to  the-  ii.'.lth  Commissiontr  of  the 
City  of  TIf.v;''"-"ork  sipncd  b^-   11  tlic  mcmbors ,  t^-llinp  hin  thr.t  v.'c  do 
not' want  the  milksh'-d  v/idt-ntd,  for  v.-t  hullLvo  vrc-  can  produce  nilk 
enough  in  this  ll^-vr  York  milkshud.   I  think  th;t  is  one  of  the  best 
efforts  that  has  ^ver  be^n  put  forth.   Having  rn-ide  th:;t  report,  wc 
nust  have  100'/-  cooperation  fro^n  every  dairynnn  in  this  -^lilkshed,  and 
if  v;e  fall  dov:n,  then  I  do^' '  t  biliuve  ve  v'ill  ever  get  another  in- 
vitation to  try  to  supoly  the  market.   I  ^---ant  to  '^esc  ech  every  one  of 
you  to  try  to  supuly  it.   I  wish  that  over^'one  vho  sells  in  the  Ntv; 
York  m'-rk^.t  v.'ould  so  corduct  his  operations  -iS  to  produce  every 
pound  he  cun  and  get  it  into  'Kcv,  York  for  the  Fovcraber  market.   It 
can  be  done.   The  Dair^n-icn's  Le.ague  and  Sheffield  Producers  have 
taken  a  survey  of  their  producers  in  this  nil'shed,  and  if  the  pro- 
ducers nroduce  .iust  one-h-.lf  the  increase  of  their  e  stimated  pro- 
duction, it  wili  hold  this  market. 

I  will  not  discuss  the  rel-.tive  merits  of  the  different  wavs 
of  selling  milk.   I  do  ^''ant  to  s:,y  that  some-thing  has  -'een  accomp- 
lished that  never  was  -icco'inlished  before  when  these  different  organ- 
izations together  ^7ith  the  deale-rs  have  put  their  shoulders  to  the 
same  wheel  and  pushV'd 'hard  to  put  a  program  across.   i-ov  that  i.'c  have 
gone  thus  far  v;e  must  be  100/i>  loyal  and  supnl-  this  ialk. 

I  am  glad  to  '^e  here,  and  to  have  th(,se  few  minutes  of  your 
time,  because  we  are  f-'iced  in  the  New  Yor]c  milkshed  v/ith  a  problem 
that  we  must  try  to  solve.   \<'e  have  been  tr^-'ing,  with  the  cooperation 
of  the  dealers,  to  encourage  fj^c  farmers  to  ma'''c  more  milk  for  this 
fall.   As  a  general  proposition,  however,  v^e  must  devise  a  long-time 
program  that  is  going  to  produce  more  milk  in  the  rail  and  less  in 
the  spring.   VJc  have  got  to  get  our  heads  together  and  devise  some 
scheme  whereby  v/e  can  more  nearly  statalize  croduction. 

Chairman  McGrath:-  The  next  speaker  needs  no  introduction,  Mr. 
Davis,  of  the  New  England  l.11V<   Producers  association. 

THE  NBV  ENGLAND  MIL?{  PRODUChRS  AfiS'-'CIATIGR 

Those  of  you  v/ho  are  suffering  from  the  he'-t  will  appreciate 
that  this  is  good  weather  for  milk  as  v;ell  ■  s  ice  cre:^"i,  :,nd  during 
the  month  of  June  the  sales  are  the  highest  of  an^'-  of  the  twelve 
months.   If  interested  in  dair:^ing,  we  can  put  up  with  this  kind  of 
te'-'oerr^ture  for  a  vreelc  or  ten  days  if  it  is  not  carried  beyond  the 
point  v^rhcre  it  will  affect  our  hay  crop. 

The  subject  I  am  to  discuss  is  ''The  New  England  Milk  Producers 
Association.''   That  can  be  treated  from  various  angles.   It  was 
organized  in  1917,  approximately  the  same  time  -.s  the  Connecticut 
Association,  and  many  of  the  cooper^itive  associations  on  the  eastern 
seaboard.   It  is  a  bargaining  organization  representing  its  producers 
in  the  sale  of  their  milk  and  dairy  products  to  distributors.   It 
owns  no  nrooerty,  simply  serves  as  the  arent  of  tlie  producer  in  the 
sale  of  his  product.   Shortly  --'.fter  it  was  orf-';nized  the  Federal 
Milk  Co'^mission  tried  to  fix  prices  to  the  producer  and  to  the  con*-  : 
s-omcr.   The  difference  in  these  prices  was  the  spre.-.d  which  the 
dealer  received  for  handling  his  pr^iduee  from  the  citv  platform  to 
the  consumer's  door.   The  Commission  made  a  very  cov-ipre'  ensive  and 
detailed  study  of  the  business  and  as  a  result  of  th'>t  study  set  up 
the  so-called  surplus  plan.   This  plan  op^^rates  on  the  tlieory  that 
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the  number  of  Droducurc  nc-CcS3';:r-;  to  sud-^I-  tl'iC  distributor  vith  his 
mil]-:  during  the  month  of  rovcm-^cr  should  b.  continued  ;:s  a  p:  rt  of 
that  decolor' s  supply  during  the  next  tT.'-.lvc  months,  the  cxccrs  over 
the  Foycm'^or  oroduc;tion  to  be  handled  in  the  nnnuf "■.cturcd  clc.ss. 
That  v/as  a  cl".ssifled  plan,  setting  up  a  price  for  Cl'iss  1  milk,  and 
c.  price  for  Class  2  milk.   It  has  been  continued  by  ':.gr>  cmont  between 
distributors  and  our  organization,  v;ith  modifications  from  time  to 
time,  to  meet  changitQ  conditions. 

Nov;  England  has  been  going  through  a  pu-riod  of  change  a.nd  re- 
adjustment in  its  dair:^ing  with  respect  to  production  and  marketing. 
Ten  years  ago  Vermont  and  some  of  the  oth^. r  northern  Iluv/  England 
Stolfes  vrcro   manufacturing  a  large  part  of  their  production,  and  during 
that  period  various  "movements  got  ^onder  v;ay  to  handle  the  manufactured 
products  of  the  state,   Ver^^ont  v/as  a  vif^orous  leader  in  developing 
a  cooperative  s"sten  of  handling  by-products,  setting  up  local  units 
covering  particular  '^r^ -^s  or  sections,  for  the  purpose  of  manu- 
facturing those  by-products  a^-d  placing  them  on  the  market  to  the 
best  advantage  possible.   Conditions  are  chan/2;ing  in  t.it-  fluid  milk 
markets.   lilgh  costs  due  to  the  T*/ar  have  decreased.   The  increase  in 
population  his  required  constantly  increasing  supplies  for  fluid 
purposes.   In  1928  v/e  v.'ere  at  the  point  v/here  v/t.  v/ere  able  to  supply 
the  southern  New  England  markets  v/ith  their  fluid  mil^^  requirements, 
v/ith  only  a  small  portion  It. ft  over  for  table  cream,  purposes.   Under 
these  general  changes  the  marketing  units  in  New  England  have  had  to 
work  out  many  perplexing  nro"'\lems.   The  N.  E.  M.  P.  ■"".  has  had  to 
change  its  polici^^.s  of  operation  from  time-ti'u..   As  a  b ergaining 
organization,  if  it  fails  to  re  ch  an  agreement  with  the  buyers,  the 
only  alternative  is  to  withdrav/  the  product.   On  two  occasions  during 
the  past  10  years,  this  was  necessary.   In  order  to  cover  the  loss 
of  those  ^reducers  who  had  to  withdrav;  their  product.   The  organ- 
ization sought  a  contribution  from  its  membership  to  rcim.burse  them. 
An  f.mergency  reserve  fund  was  raised  back  in  19  'P. ,    which  covered  the 
losses  at  that  tim.e. 

Again  the  situation  arose  in  1927,    and  a  similar  fund  was 
raised  to  tai>-c  care  of  that  situation. 

At  the  last  meeting  of  the  organization  the  directors  offered 
a  plan  ^onder  vjhich  the  by-laws  could  be  amended  to  establish  a  p<  r- 
manent  reserve  fund.   This  was  to  insure  the  membership  against  loss 
in  case  of  emergency,  to  cover  losses  vi'ien  a  group  of  producers  W(.rc 
^onatale  to  collect  their  milk  accounts  from  the  distributors,  and  to 
generally  insure  the  position  of  the  producer  in  his  bargaining 
power  with  the  dlstriubtors .   A  cam.paign  is  und'.  r  way  in  Ijov;  England 
at  the  present  time.   It  probably  viill  require  six  -onths  or  a  year 
to  acquaint  all  the  mem.bership  in  the  territory  v;ith  this  plan."  The 
size  of  the  fund  is  entirely  in  the.  hands  of  the  -aroducers  and 
delegates-Kit  the  annual  meeting.   V/hen  the  size  has  b'.en  fiX'  d,  it  is 
proposed  to  rotate,  that  fund  very  much  on  the  plan  and  principle  s 
used  by  the  National  Association.   The  reserve  fund  is  one  of  the 
recent  changes  adopted  by  our  or.o-anization. 

As  a  result  of  the  shortage  in  production  and  the  co'ipeti  tion 
which  has  removed  some  nroducts  to  the  Nev/  YorV  markets,  v.'e  find  that 
it  is  necessary  to  place  some  restriction  upon  the.  production  program 
of  the  producer.   VJe  must  even  up  the  production.  "  We  do  not  believe 
it  can  be  successfully  done  by  reducing  the  price  on  the  product  to 
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a  low  point  in  sxirnmcr  in  turn  dis-^our-ging  oroduotion,  or  raise  it 
to  an  linusuallY  hifrh  price  in  the  fall  and  '-inter  to  encourage  pro- 
duction.  That' can  ho   better  accomplistied  by  setting  up  a  plan  under 
v'hich  the  producer  knows  and  can  check  the  requirc-i.ents  of  his 
market,  and  place  himself  in  a  position  to  furnish  those  requirements. 
That  problem  has  not  reached  New  England  as  quickly  as  m  Connecticut 
or  Baltimore  or  Philadelnhia.   \.e  had  to  experience  a  very  close 
m-^rkct  situation  in  ord;r  to  appreciate  the  necessity  of  the  change, 
and  that  which  is  to  be  put  into  effect  on  October  1st  of  this  2^tar. 
I  will  not  go  into  the  details  of  that  plan  at  this  time.   It  is  to 
be  dis(5usscd  at  the  session  tomorrow  morning.   Just  roughly,  the 
surplus  will  be  continued  and  the  two  to  one  ratio  ust-blished  on 
the  individual  producer. 

Another  imoortant  change  which  is  ta'i-ing  plac^.  in  southern  I^cw 
England  is  the  incr^  ased  ••.ctivity  on  the  part  of  our  state  and  city 
boards  of  health  in  demanding  a  higher  grade  production.   For  years 
the  Greater  Boston  market  operated  on  a  program  which  fixed  no 
bacterial  limit  on  the  product  coming  into  the  city.   It  •  ight  go  as 
high  as  a  million  or  tv;o  or  three  "ithout  imr^edi-.te  -^.ction  by  the 
Board  of  Health,   \jithin  the  past  six   or^ths  it  has  revised  the 
regulations  and  requires  that  all  nilk  shall  be  not  over  750,000 
delivered  at  the  market.   That  is  a  vt.r:^  radical  change  from  no  top 
limit  to  750,000  which  is  the  limit  in  New  York  City  v.'here  they  have 
had  a  maximum  limit  for  the  last  seven  years.  \,c   face  a  real  problem 
before  our  Nov;  England  producers  put  thc;ir  farm  operations  in  such 
shape  that  this  b  cterial  count  can  be  met.   The  State  of  Maine  was 
particularly,^  hit  by  the  change  in  regulation.   For  years  th*  ir  S7^stem 
of  farm  handling  has  been  to  di,llvi-r  to  the  ere-  m(.ry  from  three  to 
four  tim.es  a  weuk.   V-ith  these  ne'^'  bacterial  requirements  it  is  better 
to  make  daily  deliveries,  and  that  means  seven  da^^s  rail  service  in 
moving  that  product.   Through  the  cooper -.tion  of  the  !Iaine  Central 
Railroad,  the  Extension  St-rvict.;,  and  the  Department  of  Agriculture, 
and  distributors,  that  plan  is  -oving  in  excellent  shape.   One  dis- 
tributor has  reported  that  fully  50/2  of  his  producers  h'we  changed 
over  to  dail^.^  df;liverv  v;ithout  personal  contacts. 

I 

^-Je   must  develop  our  quality  improvement  program,  and  that 

means  educational  vork.   In  some  eastern  markets  a  definite  program 
has  been  set  up,  particularly  in  Philadelohia  and  Baltimore.   Connect- 
icut is  doing  a  good  job  in  that  r.  spect.   we  are  trying  to  vrork  out 
an  arrangement  v/ith  distributors  to  develop  a  quality:  program  on  an 
educational  basis.   Our  dairy  and  food  program  has  been  in  oneration 
for  years.   Consumption  has  bot.n  increassd  h^-  erucating  school 
children  to  the  value  of  mil^c  in  the  diet,  and  carrying  that  into  a 
newspaper  program  to  r^ach  the  adult  population.   I  believe  that 
program  is  sound.   Probably  the  newspaper  part  of  the  budget  expanded 
as  It  seems  to  be  the  only  channel  through  which  adults  can  be 
reached  in  large  numbers. 

The  last  feature  is  that  of  stablization  of  our  southern  Nevv' 
England  marlcets.   \«e  are  m  a  unique  Dositior  as  co'-'p:-.red  to  many  other 
markets  which  vou  have  leaned  about  at  this  m.eeting.   I  vas  very  much 
interested  in  Jlr.  He.ap's  discussion,  and  the  re^ply  he  made  to  the 
question,  hov/  much  nroducc  do  :.-ou  r  present  in  7-our  market,  and  he 
said  98^.   The  same  applies  to  the  Connecticut  situation  with 
approximately  100^.   Go  into  Philad.-lphia  and  you  find  a  similar  con- 
dition.  New  England  is  in  a  much  different  position,  also  the  Few 
Yori'  market.   V«/e  have  five  or  six  d-. finite  sales  agonci'  s  which  are 
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a  part  and  a  factor  in  price  stability.   The  policies  of  those  differ- 
ent" agencies  have  a  direct  bearing  upon  the  price  level  of  nilk  in 
New  England.   For  more  than  tv;elve  :nonths  vo   have  been  v-'orking  v/ith 
the  New  England  Commissioners  of  Agriculture  to  develop  coordination 
in  working  our  prices  between  these  virious  sales  agencies.   Something 
has  been  accomplished,  but  Y/e  have  not  yet  re-.ched  a  sound  point  of 
stability.   I  Relieve  if  we  keep  at  this  problem  that  we  will  finally 
get  it  worked  out.   3ut  we  can't  sit  in  one  corner  of  the  room,  ^/ith 
the  other  fellow  in  another,  and  not  be  r   dy  to  play  the  game  and 
get  the  .lob  done.   Prices  in  the  Boston  market  in  June  v;ere  the  direct 
result  of  a  lack  of  marketing  harmony  b-.twt.on  these  various  agencies. 
There  is  one  unit  in  this  state  which  is  doing  v/holesale  business  in 
the  city  of  Boston,  but  it  has  stablized  its  prices  v;ith  the  market. 
I  hold  no  brief  for  the  pr:ctices  of  the  distributors  in  that  market. 
I  believe,  however,  that  during  the  last  six  or  eight  months  they  have 
made  a  real  effort  to  stablize  the  city  end  of  the  business  and  this 
year  are  trying  to  establish  a  cod  ^  of  ethics.   If  I  am  correctly 
advised,  that  plan  is  working  v'ith  reasonable  success.   Those  agencies 
that  are  members  of  the  Code  of  Ethics  orgtinization  saw  some  results 
among  their  m.cmbership.   Those  still  outsid   of  the  Code  of  Ethics 
organization  are  having  some  probleris  of  their  ov;n ,  and  still  have 
problems  with  the  chain  competitors  of  the  market.   I  thml--  it  is 
sound  business  when  all  of  those  distributors,  v.-hethcr  privately 
ovmed  or  cooperatively,  give  that  particular  movement  a  trial.   If  it 
does  not  work,  then  they  arc  doubtless  justified  in  self  protection. 
It  is  my  judgment  there  never  v.'as  a  better  opnorturity  to  stablize 
price  conditions  than  there  will  be  during  the  next  six  months  or 
year.   Vjith  the  supplies  sought  for  setting  up  intelligent  machinery 
with  which  to  place  the  product  on  the  market  on  comparable  price 
levels  v;ill  be  simple. 

I  want  to  speak  a  v/ord  for  the  movement  whi«h  Dr.  Bancroft  is 
heading  up  in  this  state,  which  I  lond 'rstand  is  looking  tovrards  a 
common  sales  agency  for  the  cooperative  product.   If  that  could  be 
brought  about,  I  am.  satisfied  in  my  ovm  mind  that  it  would  be  one  of 
the  strong'  st  factors  in  clearing  up  a  s..-rious  competitive  situation. 
V,'e  are  having  calls  through  our  office  reasonarl7'  regulorly,  and  these 
calls  v/ill  increase  during  the  next  six  months.   Agencies  will  be  in 
the  position  to  place  their  product  on  the  market  on  contracts, 
running  for  one  year  or  more,  at  contract  prices.   If  statistici:.ns 
are  correct  in  their  ..nalysis  for  the  future;  regarding  the  prospect- 
ive large  increases  in  young  stock,  then  certainly  our  contracting 
agencies  want  to  get  their  marketing  practices  in'  shape  before  the 
increase  comes.   I  want  to  assure  the  cooperatives  of  Vermont  and 
other  sections  of  New  England  that  the  N.' E.  M.  P.  ^.    is  ready  to 
lend  its  men,  its  services,  its  judgment  in  any  v/ay  possible  to  bring 
about  coordinated  action  amongst  the  independents  in  the  market. 
I  thank  you , 

Chairman:-  Any  questions?   If  not,  we  will  hear  from  a  man  re- 
presenting Dairymen's  League  Cooperative  Association.   I  heard  him 
once  in  Burlington  four  or  five  years  ago*   Mr.  Lcv;is 
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THE  FIELD  FOR  AND  PROBLEMS  OF 
COOPERATIVE  HILK  f/UKrET IMG  iSo'^CI/iTIOFS 

The  establishment  and  successful  operation  for  many  rt;ars  of 
several  cooperative  milk  marketing  associations  justify  the  conclu- 
sion that  they  have  a  proper  place  and  function  to  perform  in  our 
econop-ic  system. 

The  Dairymi-.n's  League  Cooperative  Association,  Inc.,  of  Nev; 
York,  is  one  such  institution  v/hich  has  '^.een  operation  since  May  1, 
1921  and  is  novi   the  largest  fluid  milk  marketing  cooperative  in  the 
world,  selling  for  its  members  2,484,941,739  pounds  of  milk  annually 
and  distributing  the  proceeds  which  ip  the  gross  amounts  to 
^85,624,190.46.   This  cooperative  ovms  and  one  rat'  s  nearly  250 
country  receiving  plants  besides  vi/holesale  t(  rminal  facilities  in 
New  York  City. 

There  are  many  and  cogent  reasons  why  dairymen  can  properly, 
profitably,  and  logiclly  engage  in  the  coop'.  rtive  method  of 
marketing  their  comn.odity,  milk.   The  industry  of  dairying  is  no 
longer  -a  side-line  of  farming,  but  to  most  Droducers  a  primary  bus- 
iness, representing  their  major  inco'ie.   Therefore,  they  c".n  T"ell 
afford  to  invest  some  c'-pital  and  n-ive  sot'ie  ti^e   to  the  building  :;nd 
sustaining  of  good  and  favorable  market  conditions  for  their  product. 

Since  the  comm.ercial  value  of  any  commodity  ur)on  a   market  is 
determined  (v^hen  not  monopolized  or  controlled)  by  the  economic  law 
of  "supply  and  d.mand",  it  is  of  vital  import  to  the  seller  that  a 
balanced  relationship  'e  maintained  betvjeen  these  factors,  for  without 
such  balance  his  industry  lacks  stability  and  profit  is  likely  to  be 
a  minus  equasion. 

Consumers  only,  not  distributors,  can  create  "demand'',  and 
since  producers  '.nd  no  one  else  can  create  "supply",  v:e  h:.vc  no  con- 
fusion of  mind  as  to  our  responsibility,  and  our  onnortunity. 

Cons^imer  de-mand  is  in  p  .rt  predic^^.tad  on  quality  and  service 
and  the  field  of  the  mill'  Droduc^r  in  the  matter  of  quality  has  not 
been  exhausted.   A  rtimul  ,tive  consciousn^-  ss  of  r'  sr)onsibiiit7^  and 
need  of  high  quality  nroduot  s^em  to  be  more  eisxly  d^  veloped 
through  cooperative  channels  than  otherwise.   To  cr'  ate-  quality  and 
establish  a  high  reputation  for  such,  is  an  annarent  coon>-.rativc 
achievement — world-v.'id^ .   This  effort  returns  incr(.as'.d  sales  and 
lays  the  foundation  for  better  prices,  but  docs  not  achi  ve  better 
nrices  if  the  f  .ctor  of  over-supply  is  ignorL.d.   Fair  prices  or  nro- 
fitablo  selling  values  arc  only  to  be  achi  vcd  vrhen  the  supply  is  no 
burden  on  the  market. 

To  maintain  the  nicet-  of  this  b-.lance  and  a.voidance  of  any 
disturbance  of  rel • tionship ,  conditions  cannot  be  lift  to  caprice, 
fair  or  unfair  wc  th(r,  the  law  of  human  incentive,  or  the  rule  of 
"trial  and  error."   Some  r-  gulating  r.genoy,  r,om(  governing  control 
■-lUst  intervene  and  this  agency  can  best  be  placed  in  the  hands  of 
the  supply  creator--the  producer.   If  allowed  to  come  into  other  hands, 
it  will  likely  serve  only  its  -ir.sters. 

Regulated,  coordinated,  adjusted  supply  to  meet  every  reasonable 
demand,  and  the  avoidance  of  congestion,  glut,  surplus,  overloading 
of  the  market  is  the  true  ecomom.ic  secret  of  producer  erospcrit^^  and 
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success.   Any  attempt  by  all  or  a  few  to  escape  this  responsibility 
is  costly  in  the  extreme. 

Unfavorable  and  adverse  market  conditions  are  the  composite 
and  accumulated  creations  '^f  the  producing  mass,  irregardless  of 
consumer  attitude,  since  if  there  is  a  lessened  demand,  this  should 
be  balanced  by  a  lessened,  furnished,  or  available  supply. 

If  this  old  time  economic  law  is  to  rule  without  disaster  to 
to  the  dairymen,  how  essential  it  is  that  he  observe  it  and  conform 
to  its  preceptsl 

Only  by  the  establishment  of  regulating  agencies  can  coordin- 
ation in  the  marketing  of  fluid  milk  on  a  large  market  be  obtained. 
3inco  the  supply  is  the  product  of  thousands  of  cows  scattered  upon 
thousands  of  farm.s,  produced  and  shipped  immediately  after  production, 
in  seasons  favorable  and  unfavorable,  it  is  obvious  that  no  market 
unregulated  can  be  left  to  cope  with  this  condition  without  serious 
consequences.   Thus  the  cooperative  finds  its  need  and  service  and 
constitutes  the  best  and  m.ost  effective  agency  for  this  purpose. 

The  cooperative  can,  and  the  Dairymen's  League  docs,  vindertake 
to  bring  about  these  balances,  seeking  increased  production  in  the 
season  of  probable  shortage  and  the  maintenance  of  facilities  and  a 
system  of  surplus  diversion  in  seasons  of  plenty.   Together  with 
automatic  daily  adjustments,  it  enjoys  a  set-up  that  does  not  alter 
the  economic  law  but  utili  -es  its  forces  for  beneficial  results. 

At  the  present  moment,  the  Association  has  a  production  or 
created  supply  over  100%   greater  than  its  class  1  or  fluid  milk  mar- 
ket needs,  yet  the  selling  price  of  retail  milk  in  New  York  City, 
its  primary  market,  is  only  !-■%   or  br'   per  100  pounds  less  than  the 
peak  price  received  last  November  during  a  period  of  shortage;  to  be 
exact,  $3.37  now,  v^3.42  then,  for  3.5  milk  at  the  200  mile  zone. 
It  must  be  conceded  that  no  other,  or  any  unregulated  commodity, 
market  has  ever  shown  such  stability  in  the  midst  of  such  wide  vari- 
ation in  potential  supply. 

These  beneficial  results  have  permitted  thousands  of  dairy- 
men in  the  great  New  York  City  Milk  Shed  to  enjoy  the  best  prices 
for  milk  it  has  been  their  privilege  to  have  for  several  years,  and 
^andoubtedly  New  England  producers  have  benefited  indirectly  from 
these  created  conditions  since  buyers  logically  and  naturally  tend 
to  shift  sources  of  supply  in  order  to  follow  lower  price  advant- 
ages.  Therefore,  any  group  effort  made  to  sustain  values,  logically 
and  naturally  benefits  surrounding  territory. 

Our  greatest  task,  however,  is  to  develop  and  maintain  in  the 
minds  of  producers  the  relation  they  bear  to  this  problem,  a  re- 
lationship which  spells  their  prosperity  or  ruin,  and  one  from  which 
in  general  they  cannot  ei?cape,  although  there  is  som.ctimies  a  human 
tendency  to  attempt  it. 

Much  hindrance  has  arisen  in  cooperative  growth  and  develop- 
ment by  the  raising  of  issues  of  details  of  plan,  wording  of  con- 
tracts, and  other  non-essential  matters,  rather  than  fixing  thought 
axxd  attention  upon  the  vital  need  of  coordination  and  market  regu- 


lation.   The  pressing  need  is  for  a  broader  and  wider  concept  of  the 
fundamentals  of  the  marketing  and  the  economic  principles  involved, 
and  v;e  should  welcome  every  contributing  agency  to  these  accomplish- 
ments . 

The  efforts  of  this  Cooperative  Institute  in  which  we  are  here 
participating  is  to  be  m.ost  highly  commended,  and  the  continuance  of 
such  efforts  must  eventually  bring  to  the  farmers  and  dairymen  of 
this  country  a  sense  of  responsibility  and  a  full  willingness  to 
function  under  it. 

Chairman  McG-rath:-  I  am^  sure  we  h^.ve  all  enjo:,ed  the  last 
speaker,  Mr.  Hough,  of  the  Connecticut  Milk  Producers  Association, 
will  now  tell  us  about  the  Connecticut  Milk  Producers  Association. 

SUMMARY- DISCUSSION 

C.  E.  Hough 

I  want  but  one  or  two  words.   That  is  to  say  that  the  Connect- 
icut Association  has  begun  zo   raise  a  reserve  fund  of  ,-,^.50,000.   «Ve 
have  raised  about  :;;i40,0G0  during  the  last  year.   Connecticut's 
particular  situation  is  that  we  have  probaloly  a  high.r  cost  of  pro- 
duction than  you  have.   ave  have  a  population  large  enough  to  con- 
sume a  high  proportion  of  our  milk  in  fluid  form.   We  cannot  afford 
to  make  butter  and  cheese.   We  cannot  afford  to  demoralize  the  price 
every  year  and  expect  so-nebody  to  right  it  for  us.  Vie   had  to  get 
down  to  a  basis  of  producing  fluid  milk  as  people  use  it.   We  have 
found  by  experience  that  by  producing  fluid  milk  to  m.eet  the  market 
demands  v/e  have  succeeded  in  our  attempt  to  save  the  dairy  business 
of  our  state.   You  are  facing  the  same  problem,  and  I  hope  you  will 
not  be  forced  to  go  through  the  same  situation  that  we  had  to  face 
in  our  production  and  stablization,  to  get  our  price  where  it  be- 
longed.  I  hope  that  the  others  of  New  England  who  have  not  yet 
tackled  the  problem  will  tackle  it  fearlessly, 
"it  can't  be  done,"  for  it  can.   That  is  all  I 
Connecticut . 


and  let  no  one  say 
have  to  say  about 


You  have  heard  four  discussions,  one  by  a  representative  of  the 
Vermont  Cooperatives;  aiiother  by  the  representative  of  the  Sheffield 
Producers  Cooperative  Association;  another  by  Mr.  Davis,  of  the  New 
England  Milk  Producers  Association;  and  another  by  Mr.  Lewis  of  the 
Dairymen's  Leap;ae  Cooperative  Association,   Certainly  all  the  Ver- 
mont men,  as  w6ll  as  many  from  other  states,  are  deeply  interested 
in  these  problems,  and  I  hope  you  are  going  to  have  an  extended 
discussion  of  them.   There  is  usually  -::.  reason  for  every  organizat- 
ion, and  a  reason  why  one  is  different  from  another.   Different 
needs,  different  m^arket  conditions,  different  periods  in  the  evolu- 
tion of  an  industry,  all  justified  in  their  day  the  formation  of 
most  of  the  organisations  that  are  created.   But,  as  evolution  goes 
on  we  should  be  always  willing  and  ready  to  observe  the  needs  of 
modifying  or  changing  our  ideas  and  plans,  and  get  in  line  with 
the  tendency  of  the  tim.es  in  business,  to  consolidate  wherever  con- 
solidation may  bring  blessing. 

Now,  who  -will  discuss  the  first  subject?   Dr.  Bancroft's 
subject. 
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Mr.  Reynolds  (Springfield):-  I  understand  we  are  to  discuss  the 
question  whether  New  England  should  withdravi'  from  the  creaoi  and 
butter  market,  but  Mr.  Bancroft  raises  the  sam.e  question.   He  Implies 
there  is  more  demand  for  fluid  malk,  and  that  these  organizations 
ought  to  be  shipping  the  fluid  mlD.k.   Is  it  true  that  dairymen  have 
resigned  from,  the  butter  and  creaiu  markets?   The  cooperative  stores 
are  serving  the  producer,  ani  if  the  producer  wants  to  meet  the 
fluid  market  then  that  is  the  trick.   If  the   producer  wants  to  in- 
crease his  production  in  order  to  miake  money,  that  is  another  pro- 
blem.  I  am  wondering  whether  that  was  discussed  enough  yesterday? 
Although  conditions  have  changed,  they  have  always  changed,  and 
there  is  a  much  bigger  demand  for  butter  and  cream  than  ever  beforo. 

Mr.  Hough:-  I  think  that  is  a  perfectly  legitimate  subject  to 
discuss.   I  want  to  say  I  think  we  should  do  our  utmiost  to  supply 
the  fluid  milk  market,  which  is  ours,  and  we  should  also  do  our  best 
to  sell  the  rem.aining  part  of  our  production  as  cream,  because  that 
is  the  next  best  market.   As  we  level  our  production  to  fit  a  milk 
market,  we  are  also  levelling  to  fit  the  creami  market.   I  think  we 
should  level  themi  both.   In  Connecticut  vife  use  the  cream,  market  to 
absorb  the  necessary  surplus  milk  which  we  must  carry  to  m.eet  the 
fluctuation  in  our  fluid  milk  m^arket  dem.ands. 

Question:-  IVhere  do  you  go  for  your  cream? 

Mr.  Hough:-  i7e  bargain  our  cream,  to  the  miilk  distributors,  and 
they  supply  the  balance  from  Verm.ont,  Minnesota,  or  elsewhere..   Our 
larger  ice-cream,  •iianuf acturers  im.port  a  large  number  of  carloads  of 
cream.   ^uite  a  lot  of  it  cam.e  from  the  Dairytr.en's  League  Cooperative 
Association. 

Dr.  Young:-  Regarding  the  question  of  supplying  the  cream  trade, 
it  seems  to  mio  that  we  need  to  clarify  our  thinking.   It  seems  to 
m.e  that  it  ought  to  be  perfectly  evident  to  all  of  us  that  there  will 
be,  at  no  timie,  any  cream  left  unsold  that  Is  produced  in  the  home 
market,  due  to  cream  fror.i  west  of  Buffalo  comilng  in  to  displace  it, 
I  am  bothered  to  know  just  v/hat  people  mean  when  they  discuss  the 
question  of  whether  or  not  we   ought  to  hold  on  to  our  cream  m.arket. 
I  understood  from,  the  discussion  yesterday  that  som.e  felt  that  vi^e 
should  organize  .our  patriotic  societies  anri  our  '  xtension  Service  to 
tell  farmers  that  they  were  making  so  much  m.oney  producing  m.ilk  for 
fluid  purposes,  and  they  could  afford  to  produce  more  milk  to  sell 
as  cream  at  ^.1,75   a  hundred  or  at  a  loss.   One  man  said  the  last 
100  pounds  of  m.ilk  produced  was  at  the  lowest  cost,  having  apparently 
understood  the  law  of  diminishing  returns  backv»rr:rds .   I  can't 
im.agine  any  farmer  that  would  be  foolish  enough  to  go  out  and  buy 
cows  in  order  to  add  to  his  production  milk  to  be  sold  at  cream  prices. 

Mr.  Hough:-  He  is  doing  it  in  New  England,  and  he  is  selling 
at  butter  prices. 

Mr.  Davis:-  That  is  correct,  in  May  and  June. 

Mr.  Hough:-  If  we  could  get  a  lot  less  of  that  four  or  five  cent 
milk  now  and  convert  it  into  eight  or  nine  cent  milk,  and  next 
November  we  would  have  a  bigger  bank  account. 
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Question:-  Farmers  object  to  surplus  price  in  June.   '/ftiy  pro- 
duce for  a  surplus  price  in  November? 

Mr.  Hough:-  .Ve  are  telling  you  to  cut  dovm  your  surplus  in  June 
and  gi\-e  us  the  equivalent  In  November  when  It  is  worth  something. 
Mr.  Heaps  said  they  believed  they  should  hold  their  cream  market. 
We  are  holding  a  good  portion  of  our  cream  market  in  Connecticut, 
and  we  don't  want  to  get  entirely  away  fromi  it.   That  cream,  is  the 
finest  thing  to  take  up  slack  between  supply  and  demand  that  I  know 
of. 

Dr.  Young:-  The  real  question  is  whether  or  not  farmers  should 
make  an  effort  to  supply  all  the  cream  needs,  or  not.   The  question 
that  you  have  in  mind,  and  the  one  that  Mr.  Davis  had  in  m.ind  is 
whether  or  not  some  effort  ought  to  be  made  to  continue  to  swell  our 
production  to  meet  all  cream  requirements  as  well  as  milk  require- 
mients.   '/toen  the  basic  rating  plan  goes  into  operation  and  v^re  ad- 
justed somewhere  near  to  market  requlrem.ents  for  m.ilk,  with  necessary 
surplus,  we  will  have  on  the  farmer's  miilk  statem.ent  the  amount  that 
was  sold  at  the  fluid  price  and  the  amount  at  the  cream  price.   If 
anyone  delivered  at  the  m.ilk  plant  a  thousand  pounds  of  milk,  60C 
of  It  at  qji3.20  a  hundred,  and  400  at  something  like  $1.90,  I  think 
he  would  realize  that  it  would  be  good  business  for  him  to  get  rid 
of  some  of  the  cows  that  are  producing  that  400  pounds  of  wl.90  millk. 

Mr.  Reynolds:-  We  contend  that  there  is  no  m.oney  in  cream  and 
butter.   7i/holestatoe  have  organized  themselves  on  a  field  basis  to 
put  out  sweet  cream  and  butter  to  com.e  in  and  take  this  established 
miarket . 

Dr.  Young:-  At  a  price  less  than  v;e  can  afford  to  produce  it? 

Mr.  Reynolds:-  Not  necessarily.   I  got  a  letter  from,  a  creamicry 
in  Vermont  m.aking  a  price  f.o.b.,  for  five  pounds  or  more,  I  think, 
at  five  cents  less  than  my  wife  v;as  paying  for  Land  o'  Lakes.   I 
think  it  Is  a  selling  proposition.   Vvlien  a  person  sets  up  a  selling 
organization  to  sell  85, COO, 000  pounds  of  butter,  the  cost  of  selling 
that  Is  less  than  when  the  organization  sells  a  few  pounds.   If 
several  states  can  federate  into  groups,  I  should  say  the  New  England 
States  could  afford  to  do  something  along  the  same  lines.   I  feel 
very  strongly  that  we  have  not  tried  the  thing  out. 

Dr.  Young:-  ^nv   butter  plants  have  all  been  built. 

Mr.  Reynolds:-  They  are  not  handling  enough  money  to  knov;. 

Dr.  Young:-  You  can't  say  we  haven't  tried  it.   We  have  had  one 
of  the  best  runs  in  the  world. 

Mr.  Reynolds:-  \¥hen  you  insist  on  taking  over  the  top  of  your 
miarket  and  cutting  your  herd  down,  the  mien  who  take  the  cream  and 
butter  market  will  put  the  skids  under  you  on  the  milk  and  cream 
market.   If  we  are  going  to  stay  in  the  dairy  business  we  have  got 
to  cut  dovm  our  costs,  and  we  cannot  cut  them  down  if  we  keep  dumping 
fluid  mdlk  on  the  market.   But  I  believe  we  could  process  our  milk. 

Question:-  V/hat  is  the  difference  in  cost  of  production  in 
Minnesota  and  New  England? 
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Chairman:-  I  am  going  to  ask  Mr.  Stltts,  of  the  Department  of 
Agriculture,  to  comie  In  on  this  discussion. 

Mr.  Stitts:-  I  have  never  seen  figures  on  the  cost  of  production 
in  Vermont.   There  is  this  difference  between  conditions  here  and 
there.   Look  at  their  situation.   Their  organization  selling  just 
as  much  cream  as  possible  and  not  only  to  the  eastern  markets,  for 
cream,  pays  better  than  butter.   That  is  why  they  are  going  into  the 
cream  business.   This  cream  business  is  very  signif Icj.nt ,  but  In 'Minn- 
esota and  Iowa  alone.   The  cream.eries  required  to  make  products  of 
as  good  a  quality  as  those  which  have  been  inspected  in  the  eastern 
markets.   But  in  the  last  three  years  there  have  been  about  ?0  or  4C 
large  successful  cooperative  creameries  in  Minnesota  v^fhich  have 
changed  from  hand  separators  to  whole  milk  creameries  where  milk  is 
brought  in  and  carried  by  truck,  and  put  through  modern  processes 
at  the  plant.   That  creams  is  going  through,  and  I  think  in  good  shape. 
My  point  is  that  there  is  no  question  but  that  cream  gives  a  better 
return  to  the  farmer  than  butter  or  cheese.   You  miake  the  most  profit 
by  selling  fluid  milk,  then  by  selling  cream  and  cream,  for  frozen 
cream,  and  probably  by  selling  next  in  butter  and  cheese. 

Mr.  Bancroft:-  I  don't  v/ant  to  be  understood  as  saying  that 
Vcrmiont  should  junk  her  bucter  and  cream  equipm^ent,  but  she  should 
supply  the  fluid  milk  that  the  market  requires  at  market  prices.   We 
should  continue  to  manufacture  our  surplus  into  butter  and  cream, 
supplying  the  market  v/ith  .vhat  creamx  the  market  requires,  at  the 
market  price,  and  the  rest  should  go  into  butter  and  frozen  cream, 
and  into  storage.   Most  Verm.ont  cooperative  creameries  have  storage 
facilities  for  holding  that  back.   That  is  the  principle  on  which 
they  must  stick  if  they  succeed.   I  think  the  market  needs  to  be 
supplied  v/ith  the  amount  of  fMild  milk  it  wants,  and  that  we  should 
hold  back  the  surplus.   I  don't  think  we  need  to  encourage  the  pro- 
duction of  milk  in  order  to  supply  the  cream  market.   The  Vermont 
cooperatives  have  a  certain  am.ount  of  sweet  cream  with  which  to 
supply  the  market.   The  skim  milk  is  a  good  return  for  the  farm.er, 
and  I  don't  think  we  need  to  supply  all  of  the  New  England  market 
with  cream.   As  the  dem.and  for  fluid  milk  has  rea.hed  the  point  where 
it  takes  a  large  part  of  our  production  during  the  short  season,  so 
far  as  we  are  able  to  supply  that  market  at  a  profit,  we  propose  to 
continue  to  do  it. 

Dr.  Young:-  Would  it  be  a  sound  program  for  the  Barre  Cooperative 
Creamery  to  advocate  to  its  ^nemborship  that  they  expand  their  pro- 
duction because  you  have  found  an  extra  market  for  some  more  cream? 
How  would  that  effect  your  competitive  country  price,  to  expand  for 
the  sake  of  supplying  higher  percentage  of  cream  than  you  do  now? 

Mr.  Bancroft:-  I  don't  think  that  v;ould  be  advisable.   If  you 
encourage  over  production  of  malk,  and  a  :;uantity  of  m.ilk  is  brought 
in  to  be  skimmed  in  order  to  supply  the  cream,  market,  the  fact  that 
v^re  have  taken  that  skim.milk  out  doesn't  mean  we  make  the  profit 
that  somebody  else  gets  who  sells  all  his  as  -whole  milk.   You  cannot 
make  satisfactory  returns.   If  you  produce  m.ore  milk  during  the 
short  season  than  you  need,  the  tevaptation  is  to  attempt  putting 
that  on  the  market  as  fluid  milk. 

Dr.  Young:-  In  other  words,  if  Dr.  Bancroft  goes  out  and  expands 
his  production  to  supply  the  creami  market,  the  first  thing  he  knows 
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so-Hjcno  •'.■111  run  him  out  of  business.   And  if  the  farmers  expand  un- 
wisely and  bring  a  lot  of  stuff  in  that  he  ha?  to  skim,  his  country 
price  suffers  in  competition  with  John  I.ici'^Trath.   I  am  willing  to  let 
the  case  rest  on  the  last  witness's  evidence. 

Mr.  Ford:-  If  New  England  is  going  to  exist  in  the  dairy  business 
it  must  raise  its  own  fluid  milk  and  it;s  own  replacemient ,   Those  are 
more  apt  to  be  raised  by  the  average  farmer  if  he  has  some  milk 
going  into  cream..   I  believe  that  we  ought  to  look  to  the  replacement 
of  our  herds  in  New  England  as  a  unit--not  go  to  Wisconsin  or  New 
York--and  I  don't  think  we  can  r.ake  a  success  of  it  until  we  can.   v'/e 
are  getting  too  stagnant  in  the  Dairy  business.   How  can  we  increase 
our  production  from.  5,000  to  10,000  unless  we  raise  our  own  replace- 
ment s  ? 

Mr.  Hough:-  T  don't  believe  it  is  going  to  we  wise,  in  the  next 
few  years,  for  New  England  to  talk  about  restricting  production  to 
the  fluid  needs. 

Mr.  Bronson'-  It  seems  to  m.e  that  Mr.  Reynolds,  in  discussing 
the  problem  of  producing  cream,  in  New  England,  has  forgotten  that  he 
is  working  for  a  feed  concern  that  pays  a  I'r eight  charge  of  probably 
ten  dollars  a  ton  to  m.ove  feed  from  Wisconsin  and  Iowa  to  eastern 
markets,  which  freight  charge  a  mid-western  farm.er  does  not  have. 
The  freight  on  a  ton  of  feed  is  around  s?10.   I  don't  know  what  that 
would  figure  per  pound  on  butter  but  the  charge  in  m.oving  a  ton  east 
is  perhaps  a  cent  a  pound.   'Ah.en  you  begin  to  compare  freight  charges 
on  butter  with  freight  charges  on  feed,  you  haven't  a  chance.  lihen 
you  come  to  cream  you  have  a  better  chance  because  the  freight  is 
around  4-|-  cents  a  pound  as  compared  with  li-  cent  on  butter.  When 
you  come  to  milk,  you  have  a  freight  charge  that  represents  somewhere 
around  30  cents  a  pound  of  butterfat.   Of  course,  that  is  your  best 
chance  to  compete  Vifith  the  mid  west. 

Some  people  seem,  to  think  that  New  England  is  not  selling  all 
the  production  that  it  can  in  the  cream  market,  but  letting  somebody 
take  it  away.   As  the  season  shortens  up,  of  course,  more  cream  comes 
from  the  middle  vi^ost.   Last  year  we  had  about  two  cars  come  in  from 
Ohio.   In  November  about  100  cars  cam^e  in.   In  other  words,  in  May 
we  were  selling  about  all  of  our  product  m  the  cream,  riiarket,  or 
taking  about  50;?b  of  it.   If  you  supply  the  cream  market  v;ith  entire 
production  in  November,  we  would  be  carrying  a  60%   surplus. 

Let  us  look  at  the  com.petitive  price  situation.   On  the  50  cent 
m.arket  the  cost  of  cream,  delivered  at  Boston  would  figure  out  about 
7t  cents  per  pound.   That  would  figure  f;,2,59  per  hundred  weight  of 
milk.   With  the  operating  costs  of  running  a  hundred  stations  and 
freight,  etc.,  you  have  a  price  left  of  about  \/2.29   a  hundredvireight . 
Tt  seemiS  to  me  that  is  the  final  answer. 

Carl  A.  Smith,  «-anchester,  N.  H.;-  I  wonder  wh::t  would  happen 
if  the  production  of  New  England  should  be  evened  up  as  it  is  in 
Connecticut.   Would  butter  be  m.ade  at  all?   If  not,  how  v;ell  would 
the  cream  miarket  be  supplied? 

Question:-  If  our  production  was  evened  up  as  .veil  as  it  is  in 
Connecticut  would  there  be  any  butter  made  at  any  season  of  the  year, 
and  if  not,  how  well  v/ould  our  cream  market  be  supplied,  granting 
the  same  number  of  cows? 
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Mr.  Bronson:-  I  v/ould  expect  that  evening  up 
cr^'ate  the  sane  situation  ;s  that  of  our  Connecti 
tendency  on  a  basic  rating  plan  would  be  that  his 
the  short  season,  say  the  last  three  months,  woul 
to  v/hat  the  fluid  milk  market  needed,  and  product 
of  the  year  would  be  close  to  that  figure.   That 
the  produce  would  be  supplying  only  a  small  p.-rti 
market  during  any  portion  of  the  year.   I  think, 
delphia  plan,  a  surplus  of  about  11^^  is  carried, 
90^0  of  the  cream  needs  of  the  Philadelphia  cream 
outside  of  their  fluid  milk  market  territory,   I 
would  be  to  reduce  the  volume  produced  for  cream 
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Question:-  >..'ould  there  be  any  butter  made  if  the  quality  was 
good  enough  to  go  into  cream.? 

Mr.  Bronson;-  No,  I  doubt  if  there  would  be. 

Mr.  Reynolds:-  .Ve  hold  up  as  our  ideal  in  the  dairy  business 
such  men  as  A.  B,  Hough.   '.e   makes  his  buttcrfat  v/ith  cows  ^cept  on 
a  hill  far^n,  and  he  raisus  such  a  large  proportion  of  that  feed  that 
he  produces  something  like  ,.60  worth  of  feed  per  year  per  cow.   I 
am  afraid  we  are  apt  to  be  a  little  ^it  STiug  about  this.   I  feel 

and  let  the  fellows  go  hang.   I  feel  that 
lov/cr  the  cost  of  production,  and  meet  with 
the  efforts  of  our  Extension  and  College  men, 
by  raising  calves  nd   raisliag  more  fe^d,  and 
fix  this  thing  up  so  that  those  fellows  can't  come  in  here,  and  .idth 
a  price  slightly  lower,  put  the  skids  under  our  railk  m.arket.   They 
have  done  it  by  cutting  their  feed  and  other  costs  down.   I  am  not 
here  to  work  in  my  own  interests.   I  am  sold  on  this  thi  g,  that 
the  d.irym.en  must  make  his  fields  com.e  back,  as  formerl._.  .   I  think 
this  replacement  business  is  a  great  big  thing.   The  organizations 
which  distribute  milk  will  have  to  tike  into  account  that  they  must 
get  the  m.ost  they  possibly  can  for  the  surplus,  if  we  are  going  to 
take  care  of  the  fluid  mill:. 
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Mr.  Bronson:-  The  other  point  I  was  trying  to  m^ake  v\f.:s  that  I.ir. 
Reynolds,  knowing  the  feed  business,  would  Juno,/  that  feed  today  was 
quite  a  large  item,  in  comparing  the  western  and  eastern  dairyimen. 

Mr.  ^-^ough:-  I  am.  afraid  that  we  have  battered  at  this  particular 
subject  as  long  as  we  should  at  this  timic  without  so  .e  further 
thought.   Perhaps  we  should  go  on  to  the  other  part  of  our  discussion. 
We  have  had  an  excellent  talk  from,  three  representatives  of  the  malk 
cooperatives.   I  thin'--  Mr.  Carrigan  has  the  right  idea  on  the  ad- 
justment of  supply  and  demand,  Mr.  Carrigan. 


Mr.  Carrigan:-  I  r rally  don't  know  that  I 
I  was  rather  am.used  to  hear  a  man  representing 
New  England  trying  to  get  us  to  produce  enough 
England  cream  and  butter,  and  everything  else, 
liough  from  Connecticut  where  they  are  not  iible 
to  supply  thoir  needs  m  Novem_ber,  and  he  was 
shortage.  It  depends  on  which  side  of  the  pic 
just  what  you  think  on  this  question.  vi'hen  we 
m.ean?   In  the  fluid  m.ilk  business,  a  few  years 
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Of  Vermont.   Draw  a  line  around  the  milkshed  tody  and  you  are  going 
to  be  short  of  rr.ilk  in  Novenibcr,  probably  next  day.   That  is  the 
situation  in  regard  to  this  production.   I  can't  conceive  of  our  con- 
sidering ourselves  in  the  cream  business.   Cream  is  a  surplus  product 
in  Vermont,  because  VvC   are  not  supplying  enough  to  take  care  of  the 
New  England  trade  the  year  round.   Mr.  Bronson  s  ;.id  they  shipped  in 
50/?  to  take  care  of  the  Boston  market.   vVe  produce  too  much  fluid 
milk  certain  seasons  of  the  year,  and  that  has  to  go  as  cream. 

So  far  as  the  butter  business  is  concerned,  -'-  believe  if  the 
creameries  still  in  the  butter  business  in  Vcnnont,  v/liatever  their 
particular  location,  could  get  out  of  the  butter  business  and  into 
the  sweet  creami  business,  and  then  into  the  fluid  m.ilk  business,  they 
would  do  so  just  as  rapidly  as  they  could. 

I  believe  the  big  chanc;.  of  taking  care  of  this  expanding  market 
for  fluid  mal-k  is  for  us  to  get  ''m.ilk  m.inded"  in  New  Ingland,  and 
decide  the  problem  of  holding  the  mdlk  miarket.   Butter  from  here, 
shipped  around  the  world  two  or  three  times  could  still  be  sold  into 
the  market  for  just  about  as  lov/  a  price  as  if  it  had  been  sent  to 
the  market  by  the  shortest  route.   The  freight  on  croam  is  higher 
than  on  butter,  but  not  high  enough  to  m.ake  up  the  difference  in  cost 
of  production  between  Minnesota  and  Wisconsin  and  the  Now  England 
States.   Fluid  m.ilk  is  6Cfo   water.   ■'•hus  natural  barriers  that  vife  can 
bank  on  for  some  time. 

The  real  problem,  as  it  seems  to  me  and  I  know  m.en  in  the  New 
York  and  Boston  market  are  worrying  about  it,  is  to  get  enough  milk 
this  fall.   If  we  oven  production  and  produce  m.ore  m.ilk  in  Novemiber, 
and  let  June  take  care  of  itself,  if  we  Vv'ork  to  take  care  of  our 
fluid  milk  needs  the  year  round,  we  will  have  plenty  to  do  during 
the  next  fcvi/  years  to  come. 

Mr.  Hough:-  If  you  have  plenty  of  fresh  cows  in  October  and 
November  you  have  to  have  some  dry  in  June  and  July? 

Mr.  Carrigan:-  Yes,  but  you  do  not  have  to  have  as  miuch  of  a 
shift  as  you  might  believe.   In  adjusting  production  to  the  demand 
we  must  have  more  fall  freshening  cows  and  better  care  of  the  spring 
cows.   We  do  not  have  to  have  a  tremendous  shift,  but  we  need  a 
gradual  shift.   Otherwise  we  may  need  to  extend  the  fluid  milk  shed. 
I  certainly  think  that  we  are  absolutely  out  of  the  butter  game  and 
out  of  the  cream  game  to  quite  an  extent.   v/e  don't  have  much  cream 
in  Novemiber  and  can't  supply  the  cream  trade.   We  have  to  think  in 
termiS  of  supplying  the  fluid  milk  m.arkct,  and  that  alone. 

Chairman:-  I  am  going  to  call  on  Mr.  Lang,  of  the  Hood  '^o. 
(Not  present)   Then  I  will  ask  if  anybody  wants  to  ask  Mr.  Halliday 
any  questions  about  their  organization. 

Mr.  Fioncmann:^*.  Vi/hat  does  your  organization  do  to  stabilize  the 
New  ^ork  ^'ity  market,  as  an  organization? 

Mr.  Halliday:-  •'■o  stabilize  the  New  York  market?   Just  what 
particular  point  are  you  in  doubt  about? 

Mr.  Fienemann:-  whether  or  not-  the  dealer  to  whom  you  sold  your 
milk  has  a  surplus,  and  how  do  you  handle  it? 
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Mr.  Halllday::-  Yes,  he  has  a  surplus,  49%'  and  a  fraction  in  May^ 
He  is  equipped  with  manufacturing  facilities  of  his  own  and  we  sell 
to  him  at  a  manufacturing  price.   -another  thing,  they  are  storing  a 
large-  amount  of  cream  to  take  care  of  the  shortage  of  cream  that  is 
likely  to  come  in  November.   Some  taku  it  and  .-nanufacture  it  them- 
selves, and  some  sell  it  to  a  dealer  v/ho  has  manufacturing  facilities. 
■.Ve  sell  to  a  dealer  who  has  manufacturing  facilities. 

Mr.  Fienemann:-  On  what  do  you  tase  your  Class  I  price? 

Mr.  Halliday:-  v'l'e  stay  at  a  differential  that  milk  should  bring 
per  hundred  pounds  when  it  sells  for  16   Ci^nts,  and  what  3t  should 
bring  when  it  sells  for  It"'  cents. 

Mr.  Fienemann:-  Is  there  any  competition  that  makes  you  set  a 
price  in  the  market?   Do  you  have  to  shoot  at  the  League  price  or  how 
do  you  arrive  at  it? 

Mr.  Halliday:-  Milk  is  retailing  in  New  York  City  for  sixteen 
cents  a  quart.   Yvh.en  Grade  ^   milk  is  retailing  at  l(p  cents  a  quart 
we  charge  the  dealer  $3.17  for  5%   milk.   If  the  milk  w..nt  down  a  cent 
a  quart  on  the  retail  price  wo  would  have  to  drop  t  e  .price  of  Class 
1  milk  47  cents  a  hundred. 

Mr.  Hough.-  V'/liat  he  is  trying  to  get  at  is,  who  sets  that  start- 
ing point  of  15  cents? 

Mr.  Plalliday;-  The  price  at  which  milk  sells  is  regulated  largely 
by  the  amount  of  m.ilk  In  the  market.   If  there  is  m.ore  than  the  mar- 
ket can  absorb,  then  the  price  is  going  down.   -f^-  gontlem.an  here  today 
said  he  should  think  that  the  market  could  be  stablized  by  a  change 
in  the  price  of  milk.   But  it  would  have  to  be  stablized  in  some  other 
way. 

Question:-  //hat  is  the  reason  for  that?   -'-f  you  drop  back  to  1S> 
cents  in  May  and  June,  wouldn't  that  tend  to  stablize  the  price  and 
raise  it  in  November? 

Mr.  Davis;-. That  tends  to  discourage  your  June  production. 


Mr.  Halliday-  vVouldn't  it  tend  to  discourage  June  production 


and  tend  to  encourage  ^^^ovembor  production. 


Mr.  Davis:-  That  is  the  theory  of  opei^ating  with  the  June  price, 
at  a  low  enough  level  so  that  the  farmer  cannot  afford  to  make  June 
milk,  securing  a  high  November  price  so  that  it  will  bo  profitable 
for  him  to  make  it,  and  mieet  Novemiber  shortages  at  a  fair  price  and 
v;ith  higher  net  returns  to  producer.   I  think  it  has  been  demonstrated 
in  Connecticut  and  Baltimiore,  and  in  Washington  and  Philadelphia 
markets  that  this  can  best  be  done  by  a  basic  rating  price  plan. 

P      Mr.  -n-alliday;-  If  we  do  it  in  the  New  York  m.arkct  they  have  all 
got  to  do  it. 

Mr.  Davis:-  Mr.  Ross,  in  analyzing  the  production  situation  in 
the  New  York  milk  area  said  that  under  the  present  price  returns  in 
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:Ncw  Y£Kfk  territory  there  was  a  tendency  toward  greater  production  in 
June-tiian  in  November.   Holding  your  retail  prices  in  Juno  is  con- 
clusive evidence  to  me  that  the  farmer  ought  to  make  his  'milk  in  June 
as  the  cost  of  production  is  much  less  in  the  spring  months  than  in 
the  fall. 

Mr.  Halliday:-  I  think  you  are  right,  tut  we  held  that  price 
in  June  on  Professor  Ross's  recommendation,  because  he  said  for  a 
short  time  program  that  would  encourage  the  farmer  to  produce  more 

milk. 

Mr.  Davis:-  -^^ew  i^ngland's  fluctuation  in  price  has  been  only  a 
cent  a  quart  betv/cen  May  and  June  and  Nov>jmber  and  December  in  the 
past  few  years, 

Mr.  Halliday:-  Ours  is  a  little  more  than  that. 

Mr.  Davis:-  ^ur  June  price  goes  down. 

Mr.  Hough:-  t   would  like  to  inject  a  thought.  This  is  a  market- 
ing and  production  problem  tied  in  together.   I  don't  like  to  see 
we  fi^iJL'<&7S  kill  our  m.arket  price  to  educate  ourselves  in  production. 
1^/hen  you  teach  the  consumer  that  milk  is  worth  fifteen  cents  in  June 
and  Ifi  in  September,  and  17  in  Novemibor,  then  by  Christmas  time  he 
knows  you  are  a  bunc^  of  thieves  and  robbers.   I  don't  think  it  is 
good  merchandizing  to  tell  the  consum^er  that  rdlk  is  v/orth  a  differ- 
ent price  at  different  times  of  the  year.   Maintain  a  uniform  price 
tbxroughout  the  year,  the  highest  average  possible.   V/e  have  adjusted 
our  production  by  education,  rather  than  by  demoralizing  the  market 
in  order  to  persuade  farmers  to  cater  to  that  market.   J-iet  us  see 
what  was  our  price  last  year  when  there  was  no  change  in  the  fluid 
milk  price,  allov/ing  the  variation  in  production.   I  find  that  last 
June  our  pool  ^ailk  price  was  +;3.87  a  hundred,  because  we  had  so  much 
surplus.   vVith  the  same  fluid  milk  in  Novemiber  we  got  ^4.94  a  hundred. 

Mr.  Hough:-  Does  anybody  want  to  m.ake  any  inquiry  of  the  Dairy- 
men's League  Cooperative  dissociation?   We  have  Mr.  Leviris. 

Mr.  Carrigan:-  I  v/ould  like  to  ask  Mr.  Lewis  what  is  the  position 
in  the  Dairymen's  League  Cooperative  Association  relative  to  a 
seasonal  rating  plan? 

Mr.  Lewis:-  There  has  been  no  action  taken  upon  it.   ^Je  have  not 
moved  upon  it,  but  I  am  of  the  opinion,  personally,  that  some  day 
some  adjustm.ent  must  come.  J'le   have  taken  no  official  action. 

Mr.  Hough:-  It  is  my  opinion  that  wherever  you  get  a  large  per- 
manent surplus  of  m.ilk,  which  you  must  manufacture,  it  is  probably 
m.ore  economical  to  allow  the  production  of  that  milk  to  take  place 
in  some  way  when  it  is  purchased.   But  as  you  reach  for  and  want  a 
fluid  m.ilk  market,  then  you  have  reason  to  change  that  policy, 

Mr.  Lewis;-  \le   have  reached  that  now. 

Chairman:-  Are  there  any  other  questions?   (None  presented.) 
""Ji.less  there  is  further  business  vve  v/ill  call  the  miceting  adjourned 
iiitil  seven  o'clock  this  evening  in  this  same  room. 

Adjournm<jnt  taken  until  7  P.  M.  -"^riday  evening. 
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SATURDAY  MORNING 
June  22,  1929 

Called  to  order  by  .-r.  Bucklngh  m  of  Connecticut. 

Chairman  Buckingham--  <'le   have  an  interesting  program  this  morn- 
ing, hut  there  is  one  thing  v/orth  mentioning.   ihese  conferences  by 
the  record  of  attendance ,  are  evidently  corjferenc  s,  in  the  main, 
of  leaders  along  cooperative  lines,  not  only  the  actual  leaders  in 
t  e  cooperatives,  but  those  engaged  along  allied  lin.:s  of  agricult- 
ural colleges  and  Extension  Service,  the  -departments  of  -agriculture, 
etc,  all  of  whom  have  to  assume  a  cert  in  amount  of  responsibllit-y 
for  the  proper  operation  of  the  cooperatives  and  their  formation. 
^n  Connecticut  we  have  a  great  deal  to  say  about  the  laci.c  of  the 
cooperative  spirit  of  our  r.cmbers.   ^  am  .'Ondering  just  a  bit,  as  our 
cooperatives  increase  in  number  and  in  Importance,  if  i/e  are  not 
going  to  possibly  r  ach  a  p  ant  where  the  so-called  loiders  have  got 
to  demonstrate  that  they  are  not  like  the  members,  of  whom  we  all 
complain,  and  if,  as  time  goes-  on,  they  will  run  more  and  more  afoul 
of  each  other.   I  am  wo-ndering  if  those  leaders  v/ho  are  respo  :sible 
along  cooperative  lines,  aren't  going  to  have  a  wonderful  opportunity 
to  demonstrate  that  they  can  practice  what  they  pr:ach.   In  other 
words,  as  cooperation  increases  it  is  not  going  to  be  the  important 
thing  to  run  our  ov;n  cooperative  as  it  should  be  run,  without  giving 
due  consideratiO:!  to  and  working  cooperatively  with  -the  other  co- 
operatives in  the  sane  field.   I  hope,  w>:en  the  changes  co-ne  that 
those  who  are  r:.sponsib  ^e,  those  v/ho  are  boosting  cooperation  and 
believe  in  it,  -will  be  able  to  demonstrate  that  they  are  not  going 
to  have  the  siime  feel^ngs  that  they  themselves  are  complaining  of  in 
their  members.   I  think  our  conferences  are  doing  a  v/onderful  job  in 
getting  us  acquainted  with  the  other  fellow.   -owever,  we  are  laying 
down  the  broad  foundation  on  -which  we  expect  to  build  our  individual 
cooperatives,  and  I  hope  we  will  all  be  in  an  attitude  of  mind  will- 
ing to  cooperate  in  cooperatives.   -'-  believe  -»vhen  that  time  comes, 
there  will  be  real  chang<:s,  which  the  leders  ha;e  got  to  meet. 

This  morning  our  first  speaker  is  Tjr .  Young,  '"-grlcultural 
Economist,  ^Viversity  of  Vermont,  who  will  talk  on  ''Price  Policies 
in  Relation  to  the  New  England  Situation.'' 

PRICE  POLICIES  IN  RELATION  TO  TEE  NE.V  ENGL.  .ND       : 

SITUATION 

The  vast  m.ajority  of  farmers  is  interested  in  ''mar'ceting"  and 
in  ''cooperatio-n''  fr.o-;i  the  standpoint  of  enhanced  prices  for  products 
sold.   In  the  long  run  the  success  or  fail-are  of  dairy  cooperative 
enterprises  v/ill  be  justly  judged  by  the  farmer  ir.embers  in  the  light 
of  the  prices  the  members  receive. 

It  is,  therefore,  very  important  that  m.ilk  price  policies  re- 
ceive the  careful  attention  of  all  leaders  in  dairy  cooperation  and 
of  all  members  of  dairy  cooperatives.   It  is  appropriate,  ^  believe, 
for  this  third  annual  New  -i^ngland  Institute  of  Cooperation  to  con- 
?>ider  carefully  milk  price  policies  in  ■''^ew  England. 

Farmers  have  helped  form  and  hnve  supported  cooperatives,  be- 
cause they  felt  that  when  the  prices  for  their  products  .  ere  fixed 
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without  their  own  r.arketlng  organisations  they  were  helpless  and  with- 
out bargaining  power.  Prices  were  set  ty  the  dealers  to  suit  the 
dealers,  as  it  seemed  to  farmers.   They  felt  that  prices  should  te 
negotiated  between  sellers  and  buyers  rather  than  set  by  buyers. 
Unless  one  understands  how  firmly  farmers  believe  th  t  only  through 
their  o.vn  cooperative  organisations  can  they  have  some  voice  about 
the  market  price  for  their  products,  fine  will  be  unable  to  understand 
why  farmers  som.etimes  continue  to  sell  to  cooper ';  tives  when  they 
could  get  higher  prices  from  propriet  ry  dealers,  or  v/hy,  for  instance, 
farm.ers  continue  to  buy  feed  cooper^'.tively  vvhen  the  dealer  prices 
for  about  the  sam.e  thing  are  low^er.   There  is  so  it  seemis  to  me,  such 
■::.  widespread  co  .viction  that  only  through  cooperation  can  farmers 
secure  adequate  bargaihlng  power  in  this.' sale  of  their  products,  that 
we  have  what  amounts  to  a  farmer  folk  movement  of  cooperation.   If 
cooperatives  fall  into  practices  that  may  eventually  destroy  the 
farm.ers'  confidence  in  cooperation,  it  will  be  a  m.Qjor  calamity 
to  agriculture. 

In  the  sale  of  New  -i^^ngland  m.ilk  and  creami  by  the  various  co- 
operacive  organisations  in  our  territory  cert',.in  practices  have  grov/n 
up  which  have  tended  to  destroy  bargaining  power  of  the  farmier  group 
as  a  whole.   It  has  seemed  at  times  as  if  cooperation  h  d  made  so 
effective  com.petition  of  farm.er  group  against  farmer  group  tnat  prices 
m.ight  have  been  better  v/ith  no  cooperatives  at  all. 

The  first  practice  that  we  will  exam.ine  is  price  cutting.   When 
milk  arrives  at  the  city  market  it  is  sold   s  fluid  milk,  as  sweet 
cream  and  in  manufactured  products.   J'^luid  milk  delivered  in  Boston 
in  ""ay  this  year  was  v\rorth  i:i.4.185,  milk  for  cream,  purposes  about 
|2.35,  and  milk  for  rianufacturing  purposes  perhaps  vl.Vf?. 

There  is  always  the  incentive  to  sell  all  milk  possibJ.e  in  the 
fluid  class  or  as  class  1.   If  by  reducing  prices  an  independent 
plant  can  decrease  the  percentage  of  surplus  or  cl;"ss  2  m.ilk  sold, 
the  composite  price  to  farm.er  miembers  m.ay  be  higher.   If  one  has  100 
jugs  of  milk  per  day  that  he  is  getting  for  about  v2.00  per  hundred 
pounds,  the  net  returns  to  the  plant  may  be  i/.creased  if  the  100 
jugs  .r:.re  offered  at  46,4  cents  under  the  going  price  or  say  1-3.6C. 

Thus  a  very  -small  volum.e  of  milk  m.ay  disturb  stability  of  city 
prices.   Perhaps  •  drop  jn   prices  was  necessary  and  for  the  best 
interests  of  the  industry.   But  how  unfortunate  it  would  be  if  the 
action  of  a  small  group  of  farmers,  engaged  in  cooper'^itive  effort,  re- 
sulted in  unstable  prices,  disorderly  marketing  and  the  destruction 
of  farmer  bargaining  power  due  to  competition  of  one  cooperative 
group  of  farmers  against  another. 

A  careful  study  of  country  prices  y eturned  to  farmer  members  by 
plants  irnown  to  be  practicing  price  cutting  will  usually  reveal  that 
patrons  of  those  pl-.nts  receive  the  lowest  prices  for  their  mdlk 
that  is  paid  in  the  miilk  shed.   ilot  only  do  the  patrons  of  such 
plants  suffer,  but  farmier  bargaining  power  in  general  is  seriously 
weakened.   ^-ipparently  the  poor  price  getters  in  the  m.arket  are  not 
only  the  enemies  of  price  stability  and  of  other  f-'.rm.ers  but  they 
are  no  friends  even  of  themis elves. 

'Ihe  remicdy  for  price  cutting  which  .vould  result  in  farmer  co- 
operative groups  presenting  a  united  front  m  the  sale  of  our  milk, 
I  believe,  is  the  form.ation  of  a  parent  organi".ation  to  act  as  a 
sales  agent  for  all  Independent  cooperative  plants. 
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The  second  price  policy  th.'t  deserves  our  consideration  is  non- 
uniformity  of  price  systems,  both  of  city  and  country.   -^he  N.-^.M.P.A. 
price  system  is  a  sort  of  left-handed  attempt  to  sell  miilk  on  the 
basis  of  its  use.   Ihe  weakness  in  the  whole  system  lies  in  ihe  sale 
of  the  so-called  surplus  milk.   The  price  for  class  2  milk  is  a  corn- 
posit  of  hypothetical  percentages  used  as  creami  and  for  manufactured 
purposes.   At  present,  class  2  milk  is  paid  for  as  if  50/b  were  used 
for  cream  and  50,j  for  manufacture.   i'Jo  one  exccpi.  the  dealer  knows 
whether  the  50-o0  set-up  is  right  or  not.   It  is  my  firm  conviction 
that  at  most  times  the  N.-^.;,;.  P.  A.  price  for  surplus  is  lower  t".  L.n 
the  product  is  worth.   'Ihcre  seems  to  be  a  t;;.cit  adi.ission  on  the 
part  of  everyone  that  this  is  the  c.:.se.   'J- his  practice  leaves  the 
gates  wide  open  for  jockeying  and  sharp  practices  on  t-;c  part  of 
dealers.   If  t  e  price  for  class  1  m^ilk  is  too  high  as  tho  dealer 
sees  it,  if  he  has  been  a  little  too  liberal  on  discounts,  he  insists 
that  he  shall  buy  his  surplus  on  the  basis  wc'lisay  of  25-'°  -t  the 
cream  value  and  75y&  at  the  eutter. 

From  April  1st  to  July  15,  1928  surplus  was  sold  lO/o  at  the 
cream  value  and  90,0  at  tn.e  butter  value.   --r.  l^eaps  told  us  yesterday 
that  be  put  things  over  on  the  dealer  when  they  p  ^yed  golf  together. 
I  feel  sure  that  early  in  1928  Mr.  Lang  must  have  played  poker  witi. 
Mr,  Davis. 

The  independent  cooperatives  sell  cr^am  and  other  surplus  milk 
as  such  and  at  the  full  m.arkct  value.   Dealers  who  buy  from  independ- 
ents insist,  with  so  -"^  justification,  that  they  must  buy  class  1 
milk  at  one  half  cent  per  quart  under,  or  their  product  .vill  cost 
themi  more  than  does  that  of  ot]ier  dealers  buying  under  the  N.jI.M.P.A. 
price  plan.   '•'•'his  practice  is  a  form  of  price  cutting  -nd  contributes 
to  instability  of  city  milk  prices. 

The  third  price  practice  that  we  should  consider  is  that  of 
setting  up  preferred  price  groups.  Dr.  •'^oss  told  us  of  the  differ- 
ential paid  in  Connecticut  to  hold  these  producers  from  leaving  the 
^eague  for  the  Connecticut  milk  producers.  •^eaiers  frequently  want 
to  pay  a  higher  price  at  highly  comipetitive  points  in  order  to  pro- 
tect plant  investments  as  they  say,.'  Under  the  Dairy.nens  i-'e;  gue 
and  the  N.E.M.P.A.  'price  plans  Jc^ere'  are,  any  price  fattening 
schemes  or  preferrea  price  arr-aigements .   -^et  us  mention  a  few, 

A.  Purchases^  outside^  the  organi  r.ation.   Dealers  who  buy  under 
the  N.'^i.M.P.A.  price  plan  frequentTy  need  miore  malk  than  their  own 
plants  will  supply.   ^uch  outside  purchases  are  paid  for  at  the 
full  class  price,   nd  the  amounts  arc  charged  out  of  sales.   Usually 
these  contracts  specify  a  uniform  quantity  throughout  the  year,  but 
during  the  sum.mcr  -vhen  the  dealer  m.ay.  have  a  shortage  of  surplus, 
the  amounts  m.ay  be  increased. 

Such  an  outside  parch: se  contract  going  into  the  supply  with 
Dairymen's  League  milk  is  in  operation  in  this  state.   i^.arly  all 
the  milk  has  for  so-ae  v/ee]<:s  been  used  for  surplus.   However,  it  is 
being  paid  for  at  the  full  fluid  rice  or  nearly  that.  -Thetamount 
of  the  purchases  are  charged  out  of  sales.   All  the  surplus  burden 
of  this  plant  is  :.eing  borne  by  •^eague  memibers.   Thus,  some  •'^'armers 
are  getting  a  fancy  price  at  the  expense  of  other  farmers. 

B,  Nearby  producers  and  other  groups,   ^'iembers  of  the  N.E.M.P.A. 
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within  trucking  distance  of  cities  are  paid  the  full  Class  I  price 
for  all  their  product.   i^ome  of  the  milk  is  surplus.   I'he  difference 
between  the  Class  2  price  and  the  Class  I  price  is  made  up  frora 
other  K.Z.M.P.A.  members. 

C.  Grade--'-,  arrangejnents .   Last  summer  I  compared  my  ^rice  with 
that  of  a"  producer"  in"t'he  s'aine  zone  that  I  ivas.   Eis  kvas  a  grade  A 
plant,  mine  a  Grade  B:  his  bacteria  count  90,000,  mine  50^000  his 
price  ;;,2.90,  mine  •„2.03. 

D.  3traight  differentials  in  price .  '-'ometimcs,  in  order  to  hold 
milk  cooporatives  «vill  p,:,y  a'higher  price  than  other  members  receive. 
'"11  otlier  members  help  p  y  the  differentials. 

These  preferred  price  groups  are  supported  by  other  cooperators. 
It  seem.s  to  me  th  t,  regardless  of  the  appar  .r.t  need  for  setting  up 
these  preferred  "^rico  groups,  an  injustic   is  being  done.   I  believe 
these  arrangements  are  contrary  to  the  spirit  of  cooperation.   I 
believe  such  price  practices  threaten  to  undc-rmino  the  confidence 
that  farmers  have  in  cooperation.   .aost  of  th.cse  practices  are  not 
understood  by  the  membership,   'i'hings  that  need  to  be  kept  more  or 
loss  dark  arc  usually  wrong. 

DI  ;>CUSSION 

following  -^r.  'Young's  paper 

i.'Ir.  Davis-  'Ihose  producers  down  there  are  set  up  on  the  basic 
rn.ting  proposition. 

Mr.  Young:-  That  basic  rating  proposition  operates  in  this  way. 
-  man  bases  his  sot  ur  on  the  amount  of  milk  ^'O  produced  from  July 
1st  for  the  next  fi' months. 

luT.    -^avis.-  Correct.   -^nd  in  no  event  is, .the  total  of  those 
ratings  to  exceed  the  sales  of  th:t  ^larket.   -"-f  they  do,  ho  gets  his 
surplus  production.   The  Turner  ^cnter  System  has,  for  a  period  of 
four  or  five  years,  operated  the  Fall  Kivor  and  Providence  •narket  as 
a  separate  '.larket  unit. 

•:..r .    Young:-  Generally,  I  can't  separate  enough  to  fill  more 
than  a  .^uarter  of  a  pint  of  cream. 

Mr.  Davis:-  The  Southern  i^ew  Ii^ngland  dairymen  have  been  in  the 
fluid  r.iilk  production  for  a  long  period  of  time,  and  their  production 
has  grov/n  as  wide    l'.s  that  of  northern  New  -ngland,  prob-..bly  one,  one 
and  a  half,  to  one.   iviany  of  t-.em  arc  reasona.ly  even.   T^ey  are  not 
willing,  under  any  conditions,  to  attempt  to  stand  t'.e  surplus  of 
northern  New  -^ngland  for  their  units,  :.s  high  as  ei^ht  or  nine  to 
o,e.   During  a  period  of  a  just-aent  and  working  out,  this  general 
even  production  plan  not  only  utilizes  a  rating  pi  n  on  the  dealers, 
but  on  the  product.   Production  in  excess  of  that  rating  is  paid  for 
at  the  Class  2  prices. 

Mr.  Young;-  A  man  who  could  arrange  his  business  to  have  all 
his  cows  fr-;Shening  on  the  first  d:y  of  July  might  have  a  grouping 
so'iiething  like  this  ( illustrati.ig  on  blackboard). 
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Mr,  Davis:-  That  would  te  the  exception  that  would  prove  the 


rule. 


Mr.  Young:-  ^ou  say  that  these  men  get  the  full  Class  1  price 
because  none  of  their  product  goes  in  as  surplus"^   '^^ow  is  it  arranged? 
t>o  i'.e  of  the  product  they  bring  m  has  to  be  surplus. 

Mr.  Davis;-  ■^'■atings  are  related  to  the  sales  of  the  :'arket, 
and  if  the  total  productions  of  the  last  six  months  c.re    m  excess  of 
sales,  arrangements  are  made  to  modify  the  rating. 

Mr.  Young:-  One  way  and  another  some  of  that  milk  has  to  be 
surplus . 

Mr.  Davis;-  -"-f  t'''ey  produce  that.   It  is  a  simple  rati  ig  ^oro 
position  that  B.-ltimore  and  P' .iladelphla  are  using,  or  similar  to 
the  basic  quantity  plan  in  Connecticut.   i'here  is  another  factor  in 
stablizing  local  markets  that  also  comes  in.   These  secondary  markets 
have  50  to  125  small  dealers.   Tr.e  ...p,;lication  of  a  percentage  plan 
which  relates  to  all  .\vV.v  E..,,land,  would  give  the  local  small  dealer 
an  opportunity  to  go  out  and  buy  at  betweeii  the  Cl_ss  1  announced 
price  for  that  m.ar'cet  and  the  composite  price  based  upon  40  or  50^ 
surplus.   Thc2  result  of  low  buying  on  the  part  of  the  small  dealer 
with  the  present  market  conditions  in  price  cutting   oes  not  have  a 
serious  effect  on  milk  that  moved  in  by  rail  from  the  north  market, 
due  to  .the  fact  that  t^-'e  price  in  that  market  v/ould  le  very  low. 
U....der  the  ratin_  set-up,  with  a  plan  of  evening  up  oroduction  in 
northern  i^aw   England,  these  two  will  corae  together  at  a  point  and  be 
on  the  same  basis.   We  have  utilized  a  plan  which  meets  a  local 
situation,  which  is  not  of  serious  disadvantage  to  northern  -^^ewf 
■England. 

r.  'oun_;  ;  -  r'robably  not.   The  fact  is  thit  they  hav»  that 
long  advant'=ge--those  people  under  that  rating  plan  do  get  the  full 
Class  1  price? 

Mr.  Davis:-  By  rating,  yes,  sir.   If  they  make  beyond  their 
rating,  they  make  class  2,  but  are  given  an  opportunity  to  determine 
whether  they  ''-ill  make  Ciasr^-  2  milk  or  not. 

Mr.  Young:-  If  that  occurs,  I  believe  it  m.ust  be  admitted  that 
some  of  that  has  to  go  as  surplus.   If  the  fa'-'ts  are  right,  there 
is  an  element  of  injustice  in  the  facts. 

Mr.  L-vis;-  There  is  an  element  of  preference  in  t -is  particu- 
lar class  of  business.   '.'Ve  admit  th'it. 

Mr.  Young;-  Yes.   I  accuse  you  of  it. 

I.ir.  Davis:-  But  put  yourself  or  any  other  man  of  equal  mental 
capacity  .against  this  problem  and  let  us  see  v/ht  kind  of  an  ansv^er 
would  be  given  to  the  handling  of  that  situ-  tion,  until  we  get  Aevt 
England's  productio;i  levelled  ud. 

Mr.  Young.-  I  believe  the  answer  is  this,  if  those  m.en  were 
going  into  the  market  and  selling  their  milk  under  Class  1  price, 
they  were  cutting  prices.   There  was  the  cut  price  group,  or  cut 
price  Individuals,  of  southern  i^ew  England,  in  the  past.   Now  I  be- 
Jjeve  that  it  would  have  been  absolutely  just  and  square  and  right 
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if  those  men  had  heen  troug  t  into  the  organis-utioii;  and.  on  a  rating 
rlan  h-id  -oaid  a  price,  subject  to  a  necessary  sujpplus.   The  outside 
riurchases  th-'t  '  ome  in  should  be  subject  to  the  surplus  of  the  dealer 
in  the  short  'oeriod,  and  not  at  the  Class  1  price. 

Mr.  Davis,-  You  can  get  plenty  of  argu;'iients  and  evidence  that 
any  cooperative  creamery  that  guarantees  to  shir  2  "^0  cans  of  milk  in 
i^ovember,  and  is  going  to  cover  that  guaroatee  as  a  ere  mery  must 
carry  a  lO  or  15/'-'  surplus  in  order  to   over  the  possibility  of 
weather  conditions,  and  he  can't  say  whether  he  is  .^oing  to  have  250 
in  November. 

Mr.  Young; -   o . 

!"r.  Davis.-  It  is  pro'-,"  bly  sound  in  a  modi-f'ied  way  when  you  say 
■"^e  should  carry  some  surplus.   However,  he  will  answer  th-t  he  is 
carryin;^  his  own.  surplus,  but  the  percentage  required  or  ha  idled  by 
the  dealer  himself.   ihot  gives  him  a  double  rurplus. 

r.  Buckingha.ii  -  As  I  understand  this,  the  price  arrange /.ent  is 
due  to  the  marketing  conditions  in  that  territory. 

r.  Davis.-  The  local  situation  is  given  sta-.-'ility  through  an 
efficient  production  plan. 


level- 


Buckingham:-  -'nd  by  keeping  the  price  to  producers  on  a  high 
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Mr.  D.:vir;.-  ^'es,  it  '.'I'orks  out  through  price  adjustment  as  you 
level  up  in  nroduction  through  a.i  entire  territory,  they  all  come 
on  an  equalized  basis.   During  th.t  process  of  levelling  up  there 
must  be  modif ir-at ions  here  and  there  to  meet  the  situation. 

Mr.  Young;-  This  is  the  way  it  looks  to  me.   Under  the  outside 
purchases  contracts,  or  under  the  nearby  producers  situation,  before 
this  arrangev.ent  is  entered  into  the  .  oing  price  of  th.e  independent 
pi ~nt  m  Vermont,  "or  instance,  is  nine  cents.   In  order  to  keep  that 
man  f ro  .i  selling  at  8^  or  7  cents  a  quaj?t  and  drugging  the  market, 
at  I'^st  he  offers  this  to  the  dealer  at  Gi  cents.   But  there  is  no 
way  of  getting  that  .:ilk  into  the  dealers'  hands  at  anything  less  .  _ 
than  a  nine  cent  price.   If  I  am  an  independent  plant  operator,  I  go 
to  Boston  and  see  -^a.-g^  'ind  I  say,  "l  have  200  .jugs  of  milk  that  I 
will  furnish  at  3;-  cents."   Lang  says  he  can't  do  that  because  Davis 
will  be  on  his  neck  about  it.   'J-'en  vre  go  around  to  Mr.  Davis'  office 
and  Mr.  -^ang  tells  him  th-~t  I  have  200  jugs  of  ."lilk.   Mr.  Davis  says, 
'^^ll  right.''   iir.  ■^..-„  sa^s,  "j-es,  'all  ri^ht  at  nine  cents."   it  seems 
to  jiie  th~t  th-'t   an  should  ha  . e  s^arplused  the  or  animation  in  the 
siiort  oeriod  when  the  compa,;y  wanted  it,  that  carried  right  through 
the  year.   'I.ien  th.t  percentage  of  surplus  would  enter  into  the  price 
set  up  -^s  surplus. 

ivir.  ■L'avis;-  Your  proposition  is  practically  the  some  as  the  one 
suggested  at  i.iontpelier  in  -fi-pril.   The  plan  of  taking  on  the  output 
of  various  'cooperatives  that  hod  it  for  sale,  subject  to  the  com.pany  , 
surplus  the  !■  st  three  months  m  the  year,  fixing  the  basis  on 
operations  to  go  into  effect  January  1st  was  co  isidered. 

Mr.  Youiig:-  I  wouldn't  have  tlie  surplus  of  the  company.   A  fair 
surplus  around  14,  20,  or  25  could  be  arranged. 


Mr.  Cavis:-  That  is  begging  the  question.  Establish  the  company's 
sur'olus  at  25.   You  say  that  creamery  probably  won't  sell  the  cream 
under  a  25-cent  surplus.   We  will  let  it  dow-i  to  15.   When  yon   so 
arbitrarily  fix  the  per  cent  to  apply  to  thit  cream  at  15  or  20,  and 
the  co'npany  at  25,  why  not  say  that  is  the  company's  surplus,  and  if 
you  want  to,  sell  on  that  basis. 

Mr.  Young;-  fhe  only  justification  for  setting  an  arbitrary  sur- 
plus would  be  on  the  theory  that  the  dealer  didn' t  need  the  milk  if 
he  was  going  to  have  a  'db'/o    surplus. 

'Question:-  Now,  not  forgetting  the  members  of  the  N.l^t  ivi  t  P.  A.  ,  he 
has  to  take  a  chanc -^  on  that  35>  surplus.   .i-hy  shouldn't  the  outside 
purchasers  co.ne  in  and  take  a  chance  on  it? 

i\ir.  Davis;-  That  is  a  matter  of  getting  the  people  who  represent 
those  outside  purchasers,  to  stay  and  play  with  this  problem  on  a  fair 
and  equitable  basis.   You  have  to  choose  between  attempting  to  so 
modify  and  move  your  program  that  you  get  the  greatest  stability 
possible,  or  s.'^ying  we  will  do  it  this  way,  or  we  y/on' t  do  it  at  all. 
You  uiust  stay  with  or  compete  with  it. 

Mr.  Young;-  Yes,  that  is  true. 

Mr.  Davis--  It  is  just  a  m.atter  of  .I'J-dgment  as  to  the  best  waj 
to  handle  the  proble^i.   'Ve  are  gradually  moving  out  of  this  picture 
so  that  more  eouitable  arrangements  will  result  ss  time  goes  on.   We 
have  had  to  make  emergency  measures.   These  measures  were  not  absolute- 
ly sound,  but  v^ere  justified  in  the  judgment  of  the  sales  and  execu- 
tive committee  as  temporary  measures. 

Mr.  Young:-  As  temporary  meas^ores  I  have  no  quarrel  v/ith  them. 

Mr.  Hough,-  I  want  to  confess  for  the  Connecticut  Milk  Producers 
Association,  that  we  have  a  lot  of  preferential  conditions  in  our 
state.   The  picture  I  showed  you  yesterday  shovi/ed  the  sales  of  about 
85  to  90'?  of  the  milk  which  we  sell,  and  there  is  more  m  the  market 
v/hich  we  don't  sell.   In  atteiripting  to  sell  every  last  drop  of  m.llk 
in  this  nearby "market (  and  make  them  take  their  share  of  the  surplus 
of  the  whole  territory)  you  would  ruin  your  markets.   In  the  west  we 
are  doing  something  simiilar  to  what  Mr.  Davis  and  the  N.E.M.P.A.  are 
doing  in  those  markets  with  small  amounts  of  milk  surrounding  them. 
V/e  have  markets  in  our  state  whose   ilk  is  within  five  miles  where 
any  horse  could  bring  it  in  twice  a  day,  and  the  production  is  four 
times  the  milk  that  those  little  centers  can  consume.   We  have  men 
that  live  within  a  mile  or  two  of  these  little  centers  who  can  sell 
every  drop  as  fluid  m.ilk,  the  year  round,  provided  they  maintain  an 
even  production;  and  if  we  tell  them  they  must  take  a  surplus  in  May 
or  June,  or  through  the  year,  they  tell  us  where  the  hot  place  is. 
■"'e  have  these  local  market  situations  th'";t  we  -aust  deal  with.   They 
are  sm.all,  and  they  are  growiag  smaller,  but  I  don  t  think  we  oiight 
to  wreck  our  whole  ship  for  fear  we  will  let  one  man  get  a  little 
more  money  than  another.   ^Jur  people  know  it,  and  their  neighbors  in 
the  little  states.   The  directors  and  officers  of  the  Connecticut 
Milk  Producers  Association  are  not  ashamed  of  the  fact  that  some 
members  get  more  m.oney  for  milk  than  the  others,  while  the  whole 
group  is  getting  more  than  -^ny  other  states  in  the  Union.   Mr.  -^avis 
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has  a  problem  in  ^oston,  sinil  r  to  ours,  and  I  don't  thin-:  his 
organisation  would  te  injured  "by  reason  of  those  thin^_;s  which  are 
absolutely  essential,  because  without  them  the  price  of  milk  mi^,ht  be 
one  or  two  cents  a  quart  less.   If  we  try  to  drive  close  by  farmers 
into  sh^^ring  in  the  surplus  in  the  district  supplied,  they  will  re- 
fuse, which  means  k  locking  the  orofits  out  of  the  market  for  every- 
body involved,  and  v/e  must  not  let  them  do  it.   Individuals  will  cut 
prices  everywhere,  ".:but  I  think  vire  have  had  enough  education  and  co- 
operation 30  that  the  le-iders  of  the  cooperative  groups  oug'  t  to  know 
enough  to  stop  it. 

Mr.  Young;-  I'our  men  there  that  are  nearby  ¥;ill  cut  prices.   If 
your  price  is  nine  cents,  they  will  sell  for  eig-'t  and  a  l^alf ,  and 
yet  your  organization  finds  it  necessary  to  pay  nine. 

ivir .  r.  ough :  -  You  v;ant  about  a  year  in  the  office  of  tbe   ooper- 
ative  "'arketing  Association. 

ivir .  Young;-  "'aybe  I  do  need  it,  but  I  don't  wtuit  it. 

L.'ir.  Lang:-  If  one  can  produce  milk  as  efficiently  a'  the  local 
farmer,  in  the  end  he  will  obtain  the  market,  if  he  has  economic 
advantages.   His  strength  in  this  matter  is  p-^.rt  of  the  union,  but 
probably,  and  I  think  any  dealer  would  agree  with  ^'ir.  Hough,  that 
they  wouldn't  be  fortunate  enough  to  run  those  m.irkets. 


Mr.  Rough;-  Here  ;:  s  an  illustration  which 
close  to  a  small  and  consuming  market  v/ill  sell 
a  fellow  came  in  to  see  about  a  contract,  and  s 
Association  only  since  December.  I  asked  "V/hat 
milk  business,"  He  said,  "l  peddle  my  own  milk 
peddle?"  "Thirty  quarts  a  day."  "Do  you  peddl 
■.eighbor:  ood?  "  "Ho,  there  are  three  others." 
peddle?"  "About  30  quarts  a  day."  "Four  50-qu 
comjnunity? "  "Yes."  "How  m.uch  do  you  get  a  qua 
cents."  "'rfhY  didn't  you  get  more  than  twelve  c 
is  all  the  other  fellows  get." 
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•^■^ow  that  is-  what  len  will  do  to  a  milk  market  when  there  are  too 
many  of  them^  trying  to  peddle  mil',  and  when  they  live  close  to  a 
nilk  market.   There  were   four  m.en  peddling  milk  at  four  cents  less 
than  it  w 's  selling  m  the  city. 


Mr.  Young:-  The  discussion  seems  to  have  centered  about  this 
o  '.e  point  particularly.   I  don't  want  to  stop  without  calling  atten- 
tion to  another  thought  I  had.   At  any  event  that  outside  purchase 
proposition  and  price  differentials  paid  to  cooptjrative  members,  I 
believe,  deserves  more  consideration  and  more  thought.   I  refer  to 
the  one  Dr.  Rice  told  us  about  y--;sterday  of  the  Dairymen's  League 
paying  a  differential  in  Connecticut  in  order  to  hold  the  producers 
of  the  League  that  are  in  Connecticut.   That  cannot  be  done  unless 
the  money  in  payment  comeo  from  some  other  members  in  the  Association. 

Comment:-  I  understand  that  the  money  does  come  from  the  dealer, 
that  the  milk  which  they  sell  goes  into  that  western  area,  that  they 
C.0  get  a  prem.i-'am  from  the  distributor  who  buys  from,  them,  which  is 
reflected  back  to  the  producers  w'  o  are  able  to  supply  them  because 
of  ti.eJr  situation  on  certain  railroad  lines. 
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Mr.  Young;-  If  that  is  the  case,  why  not  pay  that  sa,.ie  differ- 
ential clear  up  to  Isle  LaMotte? 

CoiTUTient :  -  The  dealer  pays  that  differential  east  of  the  Hudson, 
it  has  been  added  to  the  northeast  region. 

Mr.  Young;-  I  still  believe  this  preferred  group  needs  more  dis- 
cu3Gion--the  subject  of  price  cutting,  of  one  cooperative  organisation 
against  another.   Plants  in  Vermont  cut  the  fluid  inilk  price,  and 
N.E.M.P.A.  cut  the  cream  price.   If  I  can  open  this  up  and  let  the 
rest  of  you  :-uarrel  about  it,  I  shall  be  perfectly  satisfied. 

Mr.  hough:-  I  am  sorry  to  ask  the  floor  again  on  this  proposition, 
but  it  is  very  vital,  and  I  am  glad  ^'^r.  Young  has  brought  the  criticism 
out.   I  was  absolutely  in  accord  v/ith  the  first  page  of  his  paper, 
but  let  me  suggest  this  that  if  a  cooperative  association  is  worth 
v;hile,  it  must  be  maintained  by  money  and  :.ior^le.   Our  educators 
and  the  people  back  in  the  country  who  don't  get  close  enough  to  the 
cooperative  marketing  problem'rsstatt  to  look  out  that  they  don't  feed 
the  cooperative  v..'ith  so  much  poison  that  it  gets  billious  and  dies. 
We  must  not  kill  it  with  criticisi.i.   Criticism  is  wholesoi;ie.   feis 
is  the  right  place  for  it,  but  I  have  known  so  .e  cooperative  associ- 
ations th-Tt  have  had  to  spend  a  good  uany  thousands  of  dollars  to 
batter  down  criticism  and  construct  some  satisfactory  situation. 
They  have  to  batter  down  criticisms  that  wore  not  justified,  and 
would  never  have  been  made  if  the  critics  knew  the  problems  under 
which  cooperative  managements  labor. 

Mr.  Young:-  The  sentiments  that  Mr.  Hough  seems  to  be  expressing 
are  the  ones  to  which  I  am  diametrically  opposed,  ^^^r .    H^ough  implies 
that  in  every  cooperative  organization  there  are  certain  facts  that 
the  member  has  not  the  right  to  know  about, 

Mr  .  Hough ;  -  II  o  ,  s  ir  . 

Mr.  Young:-  I  have  never  seen  a  full,  frank  discussion  op  these 
different  price  set  ups  in  any  publication  of  any  cooperative.   When 
vie   get  to  the  point  where  there  is  something  about  the  cooperative 
we  had  better  keep  quiet  about,  then  we  had  better  begin  to  talk  about 
it. 

Mr.  Hough:-  The  N.E.M.P.A.  published  so  much.' inform.at  ion  that 
Vermont  is  scared  to  death  for  fear  everything  is  wrong.   ^^nd  we  had 
to  have  this  little  wash-day,  this  Saturday  morning,  to  let  folks 
know  it  is  all  right. 
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'r.  -^avis.-  ^t  seems  to  ,..e  that  tv/o  ideas  have  been  presented 
here  this  ;:iorning.   One  has  been  presented  by  ^'-^r.  Young,  and  seemed 
to  be  before  us,  although  it  seexned  to  me  to  eironeous.   ■c'irst,  in 
regard  to  advantage  of  location.   Are  the  advantages  of  location, 
advantages  that  can  be  measured  in  freight  differentials  alone?   It 
seems  not  to  me.   It  seerns  to  me  an  easy  error  that  our  friends,  more 
distant  from  the  market,  should  feel  that  the  advantage  of  location 
can  be  first  measured  by  taking  two  freight  cars,  one  for  anearby 
section  and  for  a  distant  section,  and  subtracting  the  lesser  haulage 
from  the  greater.  'Ne   not  only  have  the  carriage,  a  physical  move- 
ment advantage,  but  there  is  a  quality  advantage,  which  is  a  real  ad- 
vantage.  Then  there  is  an  advantage,  a  real  one  we  possess,  and 
v>/hich  no  degree  of  organization  on  our  own  part  can  remove.   That  is 


the  advantigev^df  inlividual  purchasers  in  having  alternative  methods 
of  sale,  which  are  not  open  to  the  far  distant,  producers ,  out  ^vhich 
are  open  to  the  nearby  producers.   Those  nearby  producers  will  take   / 
advantage  of  them,  and  of  (bthers,  as  increasing  opportunities  appear  ; 
to  them  for  taking  advantage  of  the  altornative  methods  of  sale.     * 
Those  are  realities  in  this  situation,  and  Vermont  men  recogni-e  them 
as  realities. 

The  other  question  to  which  I  want  to  take  exception  is  the 
question  of  fixing  prices,  that  it  must  ho  solved  in  a  uniform  way. 
It  is  not  a  problem  to  be  settled  in  a  uniforn  way.   It  is  a  problem 
in  business  expenditures  to  get  this  clement  here  and  that  element 
there,  which  service  will  give  all  members  of  the  cooperative  group 
the  greatest  number  of  advantages  on  the  market.   *-'r  because  a  cer- 
tain group  has  an  advantage  over  another  group  is  no  indication  of  in- 
justice, but  an  indication  that  in  the  interests  of  all  those  groups 
uniformity  is  necessary  for  the  good  of  all. 

Mr.  Davis:-  I  just  want  to  clear  up  one  point  wlth-'respect  to 
the  price  of  Class  2  milk  in  ^^ew  England,  and  the  refer^micc  v/hich 
the  previous  spea.cer  made  to  the  volu-.e  of  10>o  cream  and  90%   butter, 
in  effect  in  i'lay  and  June  last  year,  and  some  of  the  reasons  under- 
lying that  condition  in  iVlay  and  June.   Consider  the  relationship  in 
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ment .   Up  to  the  time  of  that  readjustment,  the  iJ.S.  iV;.  P.  A.  was  sell- 
ing Class  2  milk  at  a  butterfat  value,  f.o.b.  country.   It  was 
common  for  the  milk  moving  into  Boston  to  be  one-half  cent  under  the 
N.E.M.r.A.  price.   There  was  a  decided  readjustment  by  the  ^onits 
to  correct  a  loss  to  the  producers  supplying  the  delers.   Under 
this  the  chain  store  spread  was  adjusted  so  that  it  was  satisfactory 
to  the  different  units  on  the  city  end. 

The  Class  2  basis,  under  N.S.M.P.A.,  was  raised  in  cream  class- 
ification, 23  cents  a  hundred  weight.   The  fai-m  spread  to  6i  cents 
from  surplus,  or  Class  2,  v^fas  moved  on  to  a  cream  basis  for  October, 
November  and  December.   Cooperative  groups  moved  their  Class  1  price 
to  the  small  dealers,  and  things  moved  along  in  a  satisfactory  con- 
dition until  the  freight  hit  the  New  -^ngland  territory.   i^ue  to  re- 
adjustment of  locating  new  outlets  by  some  of  the  cooperatives,  or 
to  favorable  or  unfavorable  supply  situation  in  the  market,  due  to 
that  freiglit,  that  progra  ]  got  into  a  jam.   Shortly  after  the  first 
of  January  192?,  the  cooperative  price  moved  back  to  one-half  cent 
under  the  N.E.L.P.A.   The  Class  2  price  of  N.E.M.P.A.  stayed  on  a 
higher  level  until  we  reached  the  spring  months  when  we  could  meet 
competition.   Forced  to  reduce  the  Class  1  price  to  meet  competition 
was  for  Class  2  readjust. 

Our  organization  took  the  position  of  adjusting  it  in  Class  2, 
as  being  the  better  plan,  taking  all  Nev;  England  into  consideration 
rather  than  any  one  particular  section.   "^ogether  we  are  beginning 
to  try  to  bring  about  a  situation  mider  which  all  these  sales  agencies 
can  get  business  on  the  same  basis  of  selling,  but  to  get  on  to  a 
basis  that  will  give  the  maxim^'Jin  amount  of  stability.   I  believe 
that  if  the  N.E.M.P.A.,  the  cooperative  representatives  of  VerirxOnt 
and  other  states,  ani.  the  distributors  of  Foston  are  sincere  in 
the  program  to  work  this  out,  it  will  be  done.   There  will  be  things 
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through  under  t>^ls  readjustment  that  v/111  not  satisfy  everyone  who 
attempts  to  analyze  it.   There  ^re  processes  of  ad  jus  tment' ^vhich  rove 
the  whole  profjram,  and  that  is  the  plan  which  the  }UE.'\'° .A.    is  tr^----:. 
in'^  to  work  on  a  t  the  present  tine,  and  -'-  believe  it  will  wor^v  out 
satisf 0 ctorT ly . 

Chairman;-  I  think  there  is  no  r-uestion  but  wh'^.t  these  adjust- 
m.ents  that  have  been  talked  about  this  morning  are  merely  a  means 
toward  an  end.   "'e  cannot  start,  and  reach  our  ideal,  along  cooper- 
ating lines,  in  a  minute.   Our  cooperatives  are  facing  the  facts 
and  doing  the  best  they  can  to  vvork  out  the  idea  they  want  to  reach. 
I  think  if  t-^ey  are  given  time  these  things  r-an  be  all  ironed  out, 
but  with  local  market  nrices  it  is  impossible  to  reach  the  ideal 
right  a'vay.   It  is  necessary  to  meet  facts  as  you  find  them,  and  so  cr 
on.   As  we  are  working  toward  th3t  ideal  I  believe  we  are  on  the 
right  track. 

'■'Price  Plans  to  Adjust  Seasonal  Production  to  Market  Demand," 
will  be  discussed  by  P.  E.  Linninger,  State  College,  Pa. 

PRICE  PLANS  TO  ADJUST  S'lASOivAL  PRODUCTION  TO  MARKET  DEMAND. 

P.  P.  Linninger 

I  realize  that  we   have  been  discussing  a  controversial  subject. 
I  would  like  to  sa-,  regarding  adjustments  in  P''iladelphia,  that 
I  l-oiow  the  t  some  situations  have  cone  up,  and  are  being  net  in  the 
same  wav  th^t  rour  own  organizations  are  meeting  them  in  New  -^ngland. 
There  is  no  rule  of  thumb  that  villi   solve  the  whole  problem,  and  Mr. 
Davis's  second  point  I  think  is  very  important  and  timely  for  this 
occasion . 

There  was  no  united  effort  on  the  part  of  'dairymen  to  adjust 
the  seasonal  production  of  milk  to  the  demands  of  the  fluid  milk 
market  until  the  cooperative  milk  marketing  associations  entered  the 
field.   In  fact,  it  wes  largely  t'le  problems  arising  from  the  season- 
al surpluses  and  famines,  with  the  resulting  price  situations,  that 
gave  rise  to  the  organization  of  most  milk  marlceting  associations. 
The  impetus  to  organization,  whether  recognized  or  not,  cam.e  from  un- 
satisfactory price  conditions  ivhich  were  usually  rooted  in  the  sur- 
plus problem. 

While  it  is  generally  reco  -nized  today  in  a.<?riculture  as  in 
industry,  that  the  best  interests  of  the  workers  ronuire  that  pro- 
duction be  regulated  in  accord  wit'i  consumer  demand,  there  can  be 
little  nuestion  that  the  cooperative  milk  marketing  organizations 
have  been  trail-blazers  in  this  respect.   They  have  fullv  demons tratt- 
ed  that  production  so  a^^justed  that  the  market  is  provided  constantly 
with  the  nuantity  and  ^-uality  of  fluid  nilk  demanded  by  consumers, 
results  not  only  in  the  greatest  continuous  profit  to  nroducers  but 
also  to  the  best  interests  of  the  consuming  public. 

The  situation  prevailing  in  nost  milk  markets  prior  to  the  organ* 
ization  of  cooperative  associations  may  be  illustrated  by  citing 
briefly  the  history  of  the  Philadelphia  m.arket  previous  to  and  during 
the  early  years  of  the  Inter-State  Milk  Producers'  Association. 
The  dlstrThutors  were  conpelled  frequently  to  go  outside  of  the  milk 
sherl  in  the  fall  o^"  the  "ear  to  secure  sufficient  milk  to  s'.-ipolv  the 


fluid  demand,  while  durin^r  the  sprinn:  and  early  summer  there  was  a 
lar-T-e  surolus  ai?ove  that  required  for  fluid  sales.   This  surplus  had 
to  be  devoted  to  uses  in  which  it  netted  the  distributors  a  lower 
return  ■-nd  this  low  return  generally  fixed  the  :)rice  to  producers  , 
for  all  milk  dvring  the  spring  and  summer.   Since  the  distributors 
were  compelled  to  maintain  channels  for  the  receipt  of  milk  over  a 
large  enous'h  trea  to  supply  their  needs  in  the  fall,  the  low  pro- 
duction in  the  fall  months  was  responsible  for  a  steady  enlars-ement 
of  the  Philadelphia  milk  shed  b oyond  the  si'^e  that  was  needed  through- 
out the  rest  of  the  --ear.   This  added  to  the  surplus  problem  each 
succeeding  spring  and  summer  and  resulted  in  lowered  returns  to  those 
originally  within  the  milk  shed. 

Much  profrress  has  been  "r^arie  in  the  way  of  solvino:  the  surplus 
problem  in  the  various  milk  markets  of  the  country.   Of  course,  it 
must  bereco^-nized  that  the  problems  :re  more  dif  icult  in  some  markets 
than  in  others.   The  number  of  consumers  to  be  served,  the  present 
area  of  the  milk  shed  tributar^,^  to  the  market,  climate,  soil,  and 
topographic  features  which  -overn  the  t"pes  of  farming  within  the 
territory--these,  and  many  other  factors  are  responsible  for  a  dif  - 
erent  set  of  problems  in  each  individual  market.   For  this  reason, 
it  appears  to  re,  no  marketin':  plan  that  is  successful  in  one  city 
will  necessarily  solve  the  mar^'eting  problem  of  another  citv.   I 
would  lil:e  to  e'^^phasi-e  this  point.   Each  market  presents  an  indivi- 
dual problem.. 

There  are  markets  which  always  have  a  i-iIq'  excess  of  milk  above 
fluid  sales  throughout  the  entire  year.   The  Twin  Cities  market,  and 
to  a  less  decree,  the  Pittsbur^'h  '^^arket  is  of  this  type.   These  mar- 
kets while  constantly  having  surplus  milk,  are  not  threatened  with  a 
fall  shortar-e.   Both  the  New  York  and  Boston  m.arkets  are  of  this  type. 
In  m.arkets  of  the  latter,  rather  than  of  the  former  type,  are  found 
the  most  critical  and  acute  problems  of  seasonal  supply.   '*At  the  same 
time  that  Vermont  farmers  are  producing  28  --^uarts  of  milk  in  June 
for  each  12  ouarts  produced  in  November,  the  consumers  in  Boston  use 
only  13  ouarts  in  June  for  each  12  used  in  November . ''-'- 

There  exists  a  third  type  of  markets  in  which  production  is 
fairly  well  coordinated  with  the  demands  of  the  fluid  trade.   Phila- 
delphia and  Baltimore  may  be  cited  as  examples  of  this  t^oe .   It  may 
or  may  not  be  significant  that  in  both  these  markets  selling  plans, 
specifically  designed  to  effect  a  rather  uniform  seasonal  production, 
have  been  ooerative  for  a  number  of  years. 

It  must  >e  clear,  then,  thit  with  m:arkets  di^-'^ering  widely, 
there  can  re  no  one  malk  mcrketin'^  plan  that  will  be  applicable  to 
all  markets.   There  are,  vital  principles  common  to  all  plans  and  jjjarket; 

The  functions  of  a  milk  marketing  Dlan  may  be  designated  briefly 
as  follows  ;•■ 


__  To  coordinate  the  supply  of  milk  with  the  demands  of  the  m';r' 
ket.   This  does  not  mean  that  at  times  there  should  be  no  surplus 


1. 

milk,  nor  even  that  throu.^hout  the  entire  -ear  millc  in_excess  of  fluid 


demand  should  not  be  pro-iuced .  It  does  mean  that  at  all  times  the 
market  should  be  supplied  by  the  tributary  milk  shed  with  the  nu.n 
tity  and  ■  u.^  lity  of  milk  demanded  for  fluid  use 


^  Carrigan,  J.  ^.    "Uneven  production  in  Vermont'' --New  England  Dairy- 
men. "Dec,  1928.  p.  14. 

^  Bartlett,  R.  '•  .  ''Milk  Msrketin-  in  pen -.sylvania" --3ul  .208  .  Penna  . 
Experiment  Station,  ^eo,.,    1926. 
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2.    To  aeJl  ii.il:-  ".o  oiut^'x.;i..-0.  a  so  :..■.  lo  ri'ju  i^  o  ''•!  ,'  at  oosaio  . 
rcbarri  for  the  product.  '-^o    secure  the  cooperation  of  all  dealers 
it  is  essential  that  the  sale  of  milk  to  distributors  be  according 
to  a  classification,  or  use  basis;  that  is,  that  the  farmers'  organ- 
ization sell  the  aiilk  of  its  producers  at  different  prices  according 
to  the  use  of  the  milk. 

5.  To  distribute  to  producers  the  proceeds  received  from  distribu- 
tors, on  an  equitable  basis.   Dairy .len  whose  milk  production  from 
month  to  month  corresponds  closely  to  the  demands  df  the  fluid  rpilk 
market,  and  v/ho  thus  have  a  squall  amount  of  surplus,  are  contributing 
fo-n^^^F^^'®i  over  the  year  a  product  of  greater  utility   and  'theJe? 
fore,  of  higher  value  than  producers  who<  over  tbe    s   me   Ir-nin^' -.^^T 
an  equivalent  amount  of  milk   but  ./hose  rrn^-^r^f  .      P^^^iod  produce 
and  hence  more  largely  suro'us  proda^tion  is  very  seasonal. 


x^lans  Used  to  Adjust  Productio 


n 


for  the  ad^usSnro'f'^r^ductx^T  l^llT    r^'''°''   ^^ve  been  devl.ec, 
.lt»ate  deter,nlna„t  of  t?^'::^Zi\?^^til''^  i^oZcti^''^  ''   *"^ 

In  setting  up  a  plan  for  coordinating  supoly  vvith  demand,  the 
significant  r -.lationship  of  price  and  production  must  be  fully  re- 
cognized at  all  times.   There  are  three  general  pl^ns  used  by  market- 
ing organizations  for  regulating  production:   1.  The  membership-appeal 
plan.   2.  The  "specified  basic,   or  contract  plan.   3.  The  basic-sur- 
plus plan. 

The  first  of  these,  the  nembership-appeal  plan,  is  illustrated 
in  the  New  York  market.   The  procedure  followed  more  aiid  more  in 
recent  years  by  the  Dairymen's  League,  is  to  appeal  to  the  members  of 
the  organization  to  produce  sufficient  milk  to  supply  the  market  de- 
mand during  the  fall  shortage  period,  in  order  to  prevent  the  expan- 
sion of  the  market  area,  and  the  subsequent  influx  of  oi;tside  milk 
during  the  surplus  period  as  well.   The  appeal  of  the  League  also 
has  been  supplemented  by  the  activity  of  the  Hxtension  Services  of 
several  states.   nhile  this  plan  has  a  very  definite  price-basis  from 
the  long-time  point  of  view,  past  experience  seems  to  indicate  that 
immediate  price  considerations  must  he   made  available  In  order  to  in- 
duce dairymen  to  maintain  the  necessary  production  during  the  short- 
age period. 

The  second  of  the  plans,  the  "specified  basic''  or  contract  plan, 
is  used  by  the  Connecticut  Milk  Producers'  Association.   Lach  pro- 
ducer contracts  to  deliver  a  uniform  specified  a!;iOunt  of  m.ilk 
throughout  the  year,  with  the  provision  that  for  all  production  over 
and  under  the  specified  amount,  he  is  penalized  tv/o  cents  per  quart. 
From  the  market  point  of  viev/,  this  plan  effects  a  desirable  adjust- 
ment of  production  to  market  demiand.   The  price  penalty  is  always 
present  when  production  exceeds  the  specified  am.ount .   This  plan 
worke'^d'ff/fiijliwith  similar  types  of  farms  over  the  m.ilk  shed.   However, 
for  territories  which  include  different  farm.ing  types,  an  objection 
to  this  method  of  attemt^ting  to  even  up  production  is  that  a  uniform 
total  production  would  be  encouraged  only  by  attempting  to  get  each 
individual  dairyman  to  produce  a  uniform  amount  throughout  the  year. 
I  would  like  to  emphasize  that  seasonal  production  advantageous  for 
the  group  as  a  whole  may  not  be  advantageous  for  every  individual 
producer  in  the  group,   'while  it  is  essential  that  the  aggregate 


-84- 

production  of  the  milk  shed  of  a  particular  mar-ket  supply  the  volurne 
of  milk  demanded  by  the  market  at  all  times,  it  is  not  necessary 
that  each  individual  producer  furnish  exactly  the  same  proportion  of 
the  total  supply  throughout  the  year. 

The  third  plan,  known  as  the  basic-surplus  pi  n,  is  in  use  by 
the  Inter-State  Milk  Producers'  Association  selling  plan  in  the 
Philadelphia  market.   a  higher  price  throughout  the  year  is  paid  for 
the  ''basic''  amount  of  milk  than  is  paid  for  the  farmers'  surplus 
above  this  am^ount .   Under  this  plan  each  producer  was  originally 
assigned  a  ''basic''  determined  by  his  production  during  the  preceding 
Hetobeb,'^  Novemiber ,  and  December.   It  was  during  these  months  in  the 
early  years  of  the  plan  thot  production  and  fluid  mill:  demand  were 
most  nearly  equal.   On  account  of  the  shift  of  l-he  low  production 
period  from  these  m.o  ths,  recent  modifications  of  the  plan  have  pro- 
vided that  the  average  production  during  these  three  m.onths  over  the 
last  three-year  period  be  used  as  each  producer's  ''basic.'   Ihere 
is  also  an  agreement  between  the  Inter-State  Milk  Producers'  ^associ- 
ation and  the  cooperating  buyers  that  when  there  is  likely  to  be  a 
shortage  of  milk  for  fluid  use,  the  basic  price  may  be  paid  for  a 
greater  quantity  of  milk  than  the  basic  amount.   ■^'or  instance,  during 
July  and  August,  farmers  receive  the  basic  price  for  110  per  cent, 
and  during  September  for  115  per  cent  of  their  basic  amount.   It  is 
also  agreed  that,  under  certain  conditions,  if  the  farmers'  total 
basic  amount  greatly  exceeds  the  total  fluid  sslcs,  the  basic  price 
may  be  paid  for  a  less  quantity  of  milk  than  the  basic  am.ount .   Up 
to  the  present  ti.ne,  farmers  have  never  been  compelled  to  accept  a 
basic  quantity  less  than  100  per  cent  of  their  established  basic 
am.ount . 

The  basic- surplus  plan  in  the  Philadelphia  market  has  succeeded 
in  effecting  a  fairly  even  production  of  m.ilk,  so  that  at  all  times 
the  demands  of  the  m.arket  have  been  m.et.   For  the  year  1921,  shortly 
after  the  plan  went  into  operation,  farmers  during  May  produced  68 
per  cent  more  m.ilk  than  during  January,   -^our  yeais  later,  in  1925, 
May  sales  were  only  24  per  cent  greater  than  January  sales.   Sumr^er 
sales  for  these  months  continued  at  about  the  same  level,  but  the 
change  vi^as  affected  by  increased  production  during  the  fall  and 
winter  months.   ^i'ithin  the  Phila  i^elphia  milk  shed,  during  1922-2^, 
farmers  selling  under  the  basic-surplus  plan,  produced  10  per  cant 
m^ore  m.ilk  per  cow  in  October,  Wovemiber  and  December,  than  faimiers  in 
the  same  territory  who  did  not  sell  under  the  basic  surplus  plan. 
In  April,  May,  and  June,  the  basic-surplus  producers  sold  five  per 
cent  lessmdlk  than  the  non-basic  producers.   On  the  other  hand  in 
the  New  York  milk  market  in  which  a  basic-surplus  plan  was  not  used, 
for  each  can  of  additional  mil^'  obtained  in  iMovember,  1926,  over 
that  for  November,  1922,  two  and  one  half  cans  were  added  to  the 
June  surplus.   Apparently  the  ''evening  up''  of  m.ilk  production  from 
month  to  month  in  the  Philadelphia  milk  shed  v;as  due  primarily  to 
the  basic-surplus  plan  of  selling. 
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Under  the  basic-surplus  plan  there  appears  to  be  a  tendency  for 
producers,  regardless  of  type  of  farming,  to  even  up  production. 
However,  there  is  nothing  inherent  in  the  plan  that  should  cause 
dairymen  with  large  amounts  of  pasture,  to  attempt  to  keep  summer 
production  down  to  the  basic  quantity.   Farmers  with  large  am.ounts 
of  pasture,  to  attempt  to  keep  summer  production  down  to  the  basic 
quantity.   Farmers  with  large  am.ounts  of  p  sture  cannot,   s  a  rule. 


profitably  utilize  pasture  and  produce  a  uniform  amount  of  milk  from 
month  to  ^nonth.   Not  all  dairymen,  but  many  of  them  do  recognize 
this  principle.   In  the  Philadelphia  territory  a   study  indicated  that 
somie  farms  with  pasture  vifere  producing  practically  as  much  farmers' 
surplus  in  1924  as  in  1922,  while  on  crop  farms  the  amount  of  the 
farmers'  surplus  in  ha's  been  decidedly  reduced.   During  a  four  year 
period  beginning  in  October,  1921,  the  range  in  production  on  the 
pasture  farms  was  increased  10  per  cent,  while  on "the  crop  farms  it 
was  reduced  22  per  cent.   i'^or  farmers  who  have   arge  amounts  of 
pasture  relative  to  tillable  land,  it  is  better  to  sell  part  of  their 
«ilk  at  surplus  prices,  tban  to  get  no  returns  froru  a  portion  of 
their  pasture  land. 

Evaluation  of  Plans  of  Adjusting  Seasonal  Production 

Reviewing  the  three  plans,  it  should  be  e  .ph  sized  that  m  the 
mem.ber-ship-appeal  plan,  the  price  consideration  must  necessarily  be 
from  a  long  tim.e  point  of  view.   In  the  present  farm;rs  do  not  care 
as  much  for  a  good  price  of  milk  five  years   ence,   s  they  do  for  a 
good  price  right  now.   "  lot  can  happen  in.  a  few  years.   ^hey  may 
not  be  farming  then.   In  any  event,  the  human  make-up  is  such  that 
the  desire  for  goods  in  the  present,  is  much  stronger  t  .an  the  desire 
for  goods  in  the  future.   herein  lies  the  weakness  of  the  m^emibership- 
appeal  plan.   Immediate  price  stimiUli.  are  needed  in  the  shortage 
season.   ^»'l-:y  have  these  not  been  given?   ^s  the  cooperative  associa- 
tion unable  to  do  so  because  distributors  object  to  raising  the  price 
to  consumers  at  this  time  of  the  year?   Is  there  any  merit  in  inain- 
taining  an  even  price  to  consumers?   Studies  by  ^r .    Boss  of  Cornell 
indicate  that  price  chan^, .  s  to  consum  -ers  are  not  as  significant  in 
affecting  the  consum.ption  of  millc  as  is  likely  to  be  imputed  to 
themi. 

The  contract  plan  would  be  too  drastic  in  m.any  markets,  because 
it  would  cause  producers  to  sacrifice  too  m.uch  in  the  pasture  season 
in  order  to  keep  within  the  basic  am.ount,  or  pen'ali'iie  them,  too  heavily 
in  the  shortage  period. 

The  basic- surplus  plan  is  some\ifhat  open  to  the  same  criticism, 
as  the  contract  plan,  in  that  is  of uen  is  reacted  to  wron.gly,  by 
some  farm.ers  who  have  a  natural  dislike  to  sell  one  equally  good 
quart  of  milk  at  a  lower  price  than  another. 

It  cannot  be  too  strongly  emphasized  that  producers  need  to  be 
adequately  informied  concerning  their  mar'-'eting  plan,  in  all  its 
details.   It  is  the  duty  of  the  cooperative  organization  to  suppl  y 
the  mem.bers  with  complete  inf ormiation. 

Veather  conditions  must  be  given  consideration  in  any  plan. 
In  the  Philadelphia  territory,  in  the  fall  of  1924,  producers  had 
maintained  a  high  basic  production,  presum.ably  intending  to  maintain 
the  high  production  during  the  following  nine  m.onths .   H  wever, 
due  primarily  to  weather  conditions,  subsequent  production  was  con- 
siderably\'  below  the  basic  production.   ^-^xtra  expense  was  involved 
in  maintaining  the  high  basic  production  during  '•"he  fall  and  winter 
and  could  not  be  offset  by  selling  a  relatively  large  quantity  of 
pasture-produced  milk  the  following  spring  and  summer  at  the  basic 
price.   Thus, under  the  basic- surplus  'o'.an  farmers  often  assume  an 


aiiitional  risk  which  is  not  found  ivhen  F.ilk  is  sold  under  a  one- 
price  plan  as  in  the  New  York  market .   The  risk,  due  to  weather,  of 
maintaining  uniforra  production  is  even  greater  under  ti:e  contract 
plan  than  under  the  basic-surplus  plan,  since  producers  are  penal- 
i'^.ed  if  subsequent  production  falls  helo./  tl^e  specified  airiount . 
ii'eather  uncertainties  are,  therefore,  constantly  threatening  to  in- 
crease costs  and  decrease  returns  to  producers  selling  under  the 
contract  and  the  basic-surplus  plans.   It  is  true  that  producers 
selling  under  a  one-price  plan  are  subject  to  the  same  hazard,  but 
the  prevailing  conditions  of  supply  at  the  particular  time  are  more 
likely  to  be  reflected  in  immediate  prices,  since  imm.ediate  price 
changes  only  may  be  relied  upon  to  adjust  supply  to  market  demand. 

Sales  to  Distributors  ou  TTse-B'isis 

i.iilk  for  fluid  use  com:aands  the  highest  y^rice,  and  therefore, 
the  distributor  pays  more  for  it  than  for  miilk  used  for  manufactured 
products.   Ice-crerva:  manufacturers  cannot  pay  as  high  a  price  for 
m.ilk  as  distributors  who  sell  milk  largely  for  fluid  use.   The  pro- 
ducers' organizatiOii  in  t'le  Philadelphia  market  would  be  strength- 
ened in  this  respect  if  all  dealers  in  the  territory  bought  milk 
through  the  Tnter-Gtate  Tilk  Producers'  jissociation.   This  plan, 
hov/ever,  does  not  provide  for  the  sale  of  m.ilk  on  a  use-basis,  and 
consequently,  the  users  of  mdlk  largf^ly  for  manufacturing  purposes 
do  not  buy  through  ube  producers'  organization.   In  that  market 
distributors  wo  sell  fluid  riiil]^  primarily  participate  in  the  price 
conference  in  which  the  basic  price  is  determined.   In  this  plan 
it  m.ust  be  clear  that  the  b:xsic  price  can  be  no  hig'.'er  than  will 
permit  distributors  to  laandle  the  surplus  above  fluid  sales  at 
actual  surplus  -iiilk  prices.   That  is,  if  farmers'  total  basic  is 
greater  than  dealers'  fluid  sales,  it  means  that  fari.:ers  are  getting 
the  basic  price  for  mlk  which  m.ust  go  into  surplus  uses  and  the 
basic  price  m.ust  be  accordingly  lov/er. 

There  are  several  reasons  why  ^rdlk  distriftutors  d  .sire  seasonal 
productioji  closely  coordinated  vi'ith  fluid  milk  de'V'and  and  are  will- 
ing to  pay  miore  for  eV':?n  production.   In  the  first  place,  they  are 
assured  of  a.n  adequate  supply  of  miilk  for  their  customers  during 
the  fall  and  winter  months.   Competition  between  dealers  is  keen 
for  the  cO'isum.er  trade,  and  no  dealer  wants  to  be  "short''  of  miilk. 
-'  study  of  the  costs  at  52  country  shipping  stations  in  the  Nev/  York 
and  Philadelpljia  milk  sheds,  showed  th£-t  th.e  planus  v/ith  a  narrovi/- 
seasonal  range  of  receipts  were  operated  at  approximately  15  per 
cent  lower  costs  than  t'le  vvid;,  setisonal  plants.   j-lstritautors '  over- 
Lead  costs  are  reduced  also  by  even  production  since  it  is  not 
necessary  to  m.aintain  expensive  surplus  equipment  at  distant  plants 
during  the  winter  season  when  the  m.ill;:  of  these  plants  is  being 
used  for  fluid  purposes.   Unifor^i;  production  fro-ii  month  to  inonth  is, 
therefore,  highly  desira.^le  to  distributors.   "educed  costs  to 
distributors  due  to  even  production  on  the  part  of  bhe  producers 
should  result  in  far^-ers  rei^eiving  relatively  m.ore  ixnd  distributors 
relatively  less  of  the  consumer's  milk  dollar. 

Distribution  of  Returns  on  Basis  of  Value  (^o/'cribution 

In  the  distribution  of  t^'e  proceeds  received  fromi  distributors, 
it  is  ess^nntial  that  producers  receive  pa^nnent  on  the  basis  of  the 
value  of  t:;eir  contribution  to  the  total  value.   Producers  vi^ho 
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furnish  ■  large  proportion  of  winter  mil':,  consequently  high-cost 
milk,  should  he  paid  ;:.  Yii^hi.v   average  price  than  those  producers 
who  furnish  chiei'ly  summer  -ail]-:,  and  consequently  lo«'-cost  milk. 
The  payment  to  producers  on  the  fcjsis  of   the  volum.e  produced  by  each 
producer  in  proportion  to  the  total  volu  .e  during  a  particular  month 
does  not  bring  about  throughout  the  year  an  equitable  division  of 
proceeds  based  on  each  producer's  contribution  of  value.   The  pro- 
ducer A'hose  production  'A'-as  relatively  cven  throughout  the  year 
should  receive  the  fluid  price  for  a  larger  part  of  his  total  year's 
productio..  m  order  to  coT.ponsate  him.  for  his  v/inuor  production  at 
higher  cost.   It  v;as  his  v\finter  production,  along  with  others,  that 
prevented  the  a'idening  of  .:he  area,  _-nd  thereby  a  still  lower  summer 
price  for  t^.ie  orodiicer  ./ho  sold  little  or  no  winter  miillc,  but  a 
relatively  large  amount  of  smumer  milk. 
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■-'■.■us,  in  the  Failadelphia  territory  the  average  price  of  the 
evenly  produced  mil''  is  higher  than  the  average  price  of  unevenly- 
produced  mil't,  since  distributors  are  vuilllng  to  pay  more  for  m.ilk 
produced  in  accord  with  fluid  m.ilk  demand.   '^■le  sumaier  price  paid 
for  evenl; -produced  m.ilk,  under  the  Inter-state  plan  is  com.posed  of 
two  elements,  the  actual  value  of  the  malk  in  smmner  plus  an  in- 
dem.nity  to  get  farm.e:  s  to  produce  relatively  miOre  winter  milk.   Fay- 
mient  according  to  v -.lue  can  best  be  attained,  therefore,  through  the 
adoption  of  soae  type  of  a  basic  plan  '/vhereby  each  producer  is 
assigned  a  certain  portion  of  the  fluid  m.ilk  m.arket  thi'oughout  the 


year 
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^ut   how  are  farmers  to  effect  a  unif or  ■■;  production  of  milk  from 
m.onth  to  m.onth?   A  study  of  the  methods  of  reducing  spring  and  early 
sumxr.er  production  and  of  increasing  fall  and  winter  production  in 
the  Philadelphia  m.ilk  shed  indicated  that  82  per  cent  of  the  pro- 
ducers selling  under  the  bf.-sic-surplus  plan  attemipted  to  increase 
the  basic  amount  by  having  cows  freshed  in  the  fall.   Seventy  per 
cent  of  the  produc  rs  reported  that  they  increased  the  feed  in  the 
fall  in  order  to  increase  the  basic  amount.   Twenty- seven  per  cent 
of  all  producers  bought  cows  in  the  fall  in  order  to  increase  basic 
production.   On  the  other  hand,  in  order  to  decrease  the  sales  of 
surplus  m.ilk,  21  per  cent  of  the  producers  fed  m.ilk  to  farm,  anlm^ls, 
and  21  per  cent  reported  that  cows  were  sold  during  the  mionths  ^ 
following  the  basic  period. 

On  the  buying  and  selling  of  cows  in  order  to  even  up  production 
the  average  loss  of  85  producers  was  -41.00  per  14-cow  herd,  or 
approximately  ii,3.00  for  each  cow  in  the  h.;rd.   Of  course,  if  farmers 
always  bought  fresh  cows  and  sold  cov/s  in  the  1  .ter  stages  of  lac- 
tation, the  added  cost  would  tend  to  be  offset  by  this  practice. 
-"-n   analysis  of  the  difference  between  the  basic  and  surplus  prices 
of  miillc  in  the  GO-oO  mile  zone  in  the  Philadelphia  market  araa 
shov/ed  that  farm.ers  would  be  required  to  raise  their  basic  avr.ount 
more  than  13  per  c.,nt  in  order  to  cover  the  loss  of  „41.'o0  per  herd 
on  the  purchase  and  sale  of  cows.   Since  surplus  sales  were  for  some 
months  more  than  13  per  ce  ^t  above  the  basic  am.ount,  even  this  in- 
crease in  the  basic  would  not  elim-inate  a  1  surplus  during  all  months 
It  is  evident,  therefore,  thai  the  buying  and  selling  of  cows  is 
an  expensive  way  of  effecting  uniformi  production  from  mionth  to  month. 

According  to  cow-testing  association  records,  farmers  in  the 


Philadelphia  territcpy  .vho  sold  on  the  basic-Gurpj.us  pl.j.n  sold  1'^ 
per  cent  more  rrilk  per  covi'  during  the  basic  period  than  non-basic 
producers,  and  they  fed  13  per  cent  more  grain.   During  j-zpril,  May, 
and  June,  the  basic- surplus  producers  sold  5  per  cent  less  inilk 
than  the  non-basic  producers  vvhile  they  fed  7  per  cent  less  grain. 
It  is  evident  that  changes  m  feeding  practices  will  bring  about  a 
iTiOre  even  production  of  r.il'-:.   Milk  production,  ho.,  ver,  connot  be 
adjusted  to  the  demands  of  the  fluid  market  at  the  same  cost  on  all 
types  of  f  arm.s .   ..'here  plenty  of  v;inter  feed,  including  both  roughage 
and  home-grovvn  grains,  is  available,  relatively  high  winter  pro- 
duction is  more  advant.-geous.ly  maintained  on  dry  feed  than  on  the 
t  pical  pasture  f  arm.s ,  where  there  is  a  shortage  of  winter  feeds. 

Increasing  fall  and  winter  production  by  having  cows  freshen 
in  the  fall  was  the  method  followed  by  t}-..e  largest  number  of  produc- 
ers in  the  Inter-State  territory,  four  out  of  five  reporting  they 
followed  this  method. 

From,  cow-testing  association  records,  it  -vas  .found  that  44  per 
ce:^t  of  the  cows  owned  by  basic-surplus  producers  fres--en  in  the 
fall,  while  only  59  per  cent  of  those  o.vned  by  non-basic  producers 
were  fall-fresh  cov/s .   The  opinion  comanonly  held  is  that  f all-freshen- 
Sd-doWS  procluce- mope'oind  they  will  produc',  it  at  a  lov/er  i-^nit  cost, 
-i  study  of  the  inilk  production  of  over  9,000  co\.'s  in  associations 
in  all  parts  of  Pennsylvania  showed  that  the  fall  cows  did  produce 
7  per  cent  m.ore  iriilk  than  spring  coi.'s,  but  that  they  received  13 
per  cent  m.orc  grain  and  7  per  cent  more  silage.   The  fall  cows  re- 
luired  6  per  cent  more  grain  to  prod.uce  100  pounds  o.f  milk  than  the 
spring  cows.   The  larger  volum.e  of  mdl]:  produced  by  fall  co\\is,    however, 
tends  to  low::r  overhead  costs  per  unit  of  froduct. 

In  this  territory,  f .?ll-freshened  cows  of  non-basic  producers 
appear  to  produce  ICC  pounds  of  milk  from  five  to  ten  cents  cheaper 
than  fall-fres'  ened  cows  owned  by  basic  producers.   This  difference 
is  likely  due  to  the  fact  that  the  basic  producers  push  their  fall 
covvs  too  hard  for  most  profitable  feeding  during  the  basic  period, 
and  do  not  feed  them,,  enough  grain  during  the  pasture  season. 

I'ilien  fall-freshened  cows  are  not  ''over-crowded"  during  the  fall 
months  by  too  heavy  grain  feeding,  and  when  they  are  sufficiently 
grain-fed  during  the  pasture  season,  there  is  evidence  that  the  comi- 
bined  feed  and  overhead  costs  per  100  pounds  of  m.ilk  are  less  for 
f all-f I'-eshened  than  for  spring-freshened  cows.   ^t  is  assumed  that 
labor  costs  for  fall-freshened  than  for  spring-fres'ened  co/.-s.   It 
is  assumed  that  labor  costs  for  fall-freshened  and_ spring-freshened 
cows  appear  to  be  r^ore  efficient  miilk  producers.   'fhat  is,  they 
produce  milk  at  less  cost  per  100  pounds  than  spring-freshened  cows. 

Fed  m.ore  grain  per  cow,  and  restimulated  to  milk  production 
by  being  turned  out  on  p  sture  in  the  spring,  fall  cows  produce  more 
m.ilk  than  spring  cows.   -'■bus,  because  there  are  more  units  of  milk 
per  cow,  and  therefore,  less  overhead  costs  p-.-r  100  pounds  of  milk, 
and  despite  the  fact  that  the  feed  cost  per  unit  of  milk  is  relative- 
ly higher,  fall-freshened  co.7S  are  more  profitable  than  spring- 
freshened  cows. 

The   basic-surplus  plan  of  paying  for  malk  causes  farmers  to 
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increase  the  proportion  of  fall-freshened  cov/s  in  their  herds,  and  in 
this  way  may  help  to  increase  the  efficiency  of  nilk  production,  if 
fall-freshening  is  accompanied  hy  proper  feediiig  practices.   However, 
during  the  past  five  years,  in  the  Philadelphia  territory,  the  dis- 
advantage of  improper  feeding  has  more  than  offset  the  advantage  of 
increased  fall-freshening,  since  the  total  costs  of  producing  1*^0 
pounds  of  milk  have  teen  slightly  higher  for  the  basic-surplus  the 
for  the  non-hasic  producer 


than 
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Producers  often  make  the  mistake  in  not  grain  feeding  their  fall 
cows  properly  while  on  pasture,  because  they  desire  to  keep  surplus 
milk  sales  at  a  minim.um.   ^his  practice  is  a  mdstaken  one  because  in 
this  way  they  offset  wholly,  or  in  part,  the  advantages  gained  by 
fall  freshening.   -^  recognition  of  the  fact  that  the  greatest  profit 
m.ay  C0"::e  from,  a  ;rioderai:e  am.ount  of  surplus  in  the  spring,  would  off- 
set this  tendency. 

Summary 

In  summary,  the  organization  of  fluid  m.ilk  producers  was  the 
first  step  in  the  adjustment  of  the  production  and  consum.ption  in  ■-■ 
fluid  milk  areas.   """here  is  no  one  price  plan  that  will  meet  the 
needs  of  all  miarkets.   Essential  to  any  plan  is  the  payment  to  pro- 
ducers on  the  basis  of  value  contributed  to  the  m.arket  and  the  sale 
of  milk  to  distributors  on  a  use-basis.   -^he  plan  must  be  fully 
understood  by  dairymen  and  be  adapted  to  the  needs  of  all  producers 
in  the  miarket  regardless  of  type  of  farm.ing,  and  also  comprehensive 
enough  to  include  all  buyers  in  the  :;arket. 

In  the  final  analysis,  the  price  of  mdlk  is  the  chief  regulator 
of  production.   In  sorre  markets  price  changes,  together  with  an 
appeal  to  the  m.em.bership  made  by  the  m.arketing  organisation,  are  the 
principal  means  of  re'_:ulating  the  supply.   Other  miarket s  have  allotted 
definite  portions  of  the  estirnated  fluid  m.arket  to  producers  by  adopt- 
ing price  plan  either  of  the  "specified  or  basic-surplus  types.   It 
is  essential  that  a  group  of  producers  supplying  a  market  adjust  pro- 
duction, but  it  is  not  essential  or  desirable  that  each  individual 
farmer  produce  in  accordance  with  miarket  demand. 

Buying  and  selling  coa's,  increased  fall  feeding,  and  fall  fresh- 
ening, are  the  three  commiOn  ways  producers  even  up  production.   -he 
buying  and  selling  of  covvs  usually  increases  the  cost  of  production, 
vvhile  in  miany  inst  :nces  producers  also  increase  oroductior.  costs 
through  feeding  practices  th^t  aim  to  effect  even  production,  there- 
by cancelling  any  advantage  that  would  otherv/ise  result  from  fall 
freshening.   -"ith  proper  feeding  practices  fall  fresheaing  of  cows 
is  the  most  desirable  m.ethod  of  evening  production.   However,  under 
a  basic-surplus  plan,  tl;e  net  effect  of  feeding  practices  and  fall- 
freshening  is  likely  to  result  m  increasing  the  cost  of  producing 
ma  Ik. 

Throughout  the  period  in  which  mdlk  miarkets  h-ave  been  organised, 
it  is  apparent  that  all  groups  have  profited.   In  general,  producers 
Vi/lthin  m.ost  fluid  miilk  market  areas  have  wori'ed  out  plans  whereby 
their  mar''et  is  protected  more  or  less  from:  serious  competition  from 
the  outside.   Distributors  have  profited  by  reduced  co-^t  due  to  the 
less  seasonal  nature  of  the  supply,  and  consumers  have  been  assured 
of  an  adequate  supply  throughout  the  year.   Historical  facts  then 
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suegest  the  conclusion  thnt  in  order  to  coordinate  supply  and  demand, 
producers'  organisations  fori,;  an  essential  part  of  the  irdlk  marketing 
r.iachlnery. 

Chairman:-  I  think  we  can  all  agree  that  'ir.  J-dnninger's  subject, 
and  the  way  he  has  covered  it,  has  teen  very  interesting. 

■^'■r.  Carrigan:-  The  idea  is  more  or  less  prev.^.lent  thnt  producing 
milk  under  winter  costs  is  so  much  more  than  m  sumrier,  that  the 
fall  freshened  cow  produces  at  a  greater  cost  than  does  the  spring 
freshened  cow.   -'•hose  groups  who  have  a  relatively  large  nuFiber  of 
cows  freshened  in  the  fall^-  produce  at  a  lower  cost. 

Mr.  Linningor:,  -  They  are  not  Influenced  by  the  basic  plan,  which 
has  had  a  tendency  to  cause  these  fellows  to  push  their  fall  cows  in 
winter,  and  not  feed  them  quite  enough  in  the  summer,  in  order  to 
cut  down  on  their  basic.   It  won't  hurt  thevr.  to  sell  a  little  surplus 
in  the  summer  and  not  crowd  them  so  much  in  the  fall. 

'^.'ir.  Canriganr  -  Here  is--;an*fedequater:reason  for  winter,  daiyyihgi a 
It  .dhed  S-Ost  .lessjto  have  a  large  portion  freshen  in  the  fall  than 
in  the  spring,  in  the  way  they  have  been  handled.  ^   believe  one  of 
the  reasons  why  it  costs  less  is  because  the  spring  freshened  cow  is 
not  as  well  cared  for.   If  we  get  butter  from  spring  freshened  cows, 
that  will  increase  our  fall  production.  xe   need  better  spring  fresh- 
ened cows,  and  fewer  freshened  cows. 

ViV .    Young  -  I  am  not  clear  in  my  mind  hov/  you  i/ould  know  that 
b^sic  rating  did  increase  because  of  production   I  wonder  if  we 
could  get  a  little  miore  clearly  the  informal- ion  upon  which  the  state- 
m.ent  here  is  made  that  the  basic  ra"!"ing  plan  did  increase  the  cost 
of  production  per  hundred  pounds? 

Mr.  Linninger:-  -bulletin  231  of  the  Penn  Station  discusses  that 
problem.,  and  since  v/e  are  short  of  time  that  is  the  best  way  to  do.' 
7/e  have  taken  a  neighboring  numiber  of  producers  and  have  v/orked  on 
an  individual  covir  basis,  and  not  on  ;:■    herd  basis. 

Mr.  Young;: -.On  your  individual  cow  basis  what  v/as  the  nature  of 
the  record? 

lir .  Linninger  :  -  Cqw^  testing  association,  daily. 

Mr.  Young:-  I  don't  believe  that  is  adequate  for  drawing  the 
conclusion  that  the  basic  rating  plan  increased  the  cost  of  pro- 
duction. 

Mr.  Linninger;:-  1  adv:iit  this  data  is  inadequate  in  miany  cases. 
I  think  our  Pennsylvania  Cow  Testing  Associations  are  better  than 
:L03t  of  themx,  but  I  think  that  is  the  case.   If  you  look  into  the 
salaries  paid  the  mien  wVo  are  cow-testing  down  there,  and  the  type 
of  m.en  that  brings,  we  have  a  particularly  hi^h  caliioer  of  m^en  in  the 
Cow  Testing  Association.   V/e  calculate  overhead  costs  from  several 
cow  testing  associations  costs.   'I'he  labor,  we  assumicd,  the  quantity 
of  m.ilk  produced.  'le   have  a  project  under  'way  on  the  labor  involved 
in  handling  fall  and  spring  freshened  cows . 
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that  enters  in  there,  Is  sOTnething  that  the  cow  testing  association 
does  not  furnish  us. 

.question;-  As  I  understand,  under  the  Philadelphia  set  up  the 
producers  figure  on  the  fall  production  ratlier  than  on  their  summer 
production? 

Mr.  Linninger?-  They  don't  lower  that,  they  tuild  up  at  both 
ends . 

Chairman:-  I  think  it  is  Important  to  get  the  exact  situation 
straight.   As  I  understand  it,  while  the  cost  per  quart  v;as  higher 
under  the  basic  plan,  due  to  the  fact  that  they  ept  the  cows  going 
more  uniformly,  their  net  result  was  more  to  the^ii,  due  to  the  fact 
that  they  produced  more  mdl^:.   "''hile  they  produced  more  milk  it  costs 
m.ore  per  quart,  it  made  up  in  the  amount  of  production  so  that  the 

et  result  was  an  advantage  to  production.   In  our  situ;j.tion,  facing 
the  adoption  of  such  a  priaciple  here,  I  think  it  is  Important  that 
that  matter  be  thoroughly  understood. 

llr.  Stitts  is  taking  an  early  train,  and  we  will  hear  novv  u'hat 
he  has  to  say  at  this  time.  • 

POSSIBILITI"^S  OP  C00F"RATIV7LY  M"RCJf'i,IIDISING 
DAIRY  By.:-FRODUCTS 

By  Tom  G.  Stitts,  Senior  Agricultural  -conomist, 
Division  of  Cooperative  harketmg 

I  have  been  asked  to  suggest  a  few  of  the  more  important  factors 
that  appear  essential  for  the  successful  cooperative  handling  of 
dairy  by-products.   In  selecting  the  factors  wJich  I  shall  discuss 
I  have  endeavored  to  review  briefly  the  activities  of  the  larger 
and  more  successful  cooperative  marketing  associations  in  the  United 
States  that  are  now  mierchandising  such  products.   If  butter  and  cheese 
are  included  in  the  classification  of  dairy  by-products,  the  totax 
quantity  manufactured  is  large.   ■'Approximately  one-third  of  all  the 
butter  and  cheese  manufactured  in  the  Uni.ted  States  com.es  fromi  co- 
operatively owned  'nd  operated  plants.   '-"-'he  larger  part  of  these 
cooperative  organizations  are  located  in  the  central  and  far  ^est; 
Minnesota,  lov/a,  and  vVisconsin  leading  by  far  in  the  4uantity  of 
butter  and  cheese  manufactured  cooperatively. 

There  are  at  least  four  significant  points  thrt  m.ust  be  con- 
sidered in  estriblishing  an  association  for  the  vaerchandising  co- 
operatively of  these  products,   ^hese  are  (1)  volune  of  business,  (2) 
standardized  quality,  (3)  depe -idability  of  supply  and  (4)  com.petent 
and  experienced  management.   I  will  endeavor  to  discuss  each  of  these 
in  connection  with  the  larger  cooperative  organizations  operating  in 
the  dairy  field. 

The  hand  O'Lakes  Creamicrios,  Inc.,  located  in  lainneapolis , 
Minnesota,  sold  last  year  aporoximately  90  m.illion  pounds  of  butter 
manufactured  by  4G0  cooperative  creajneries.   -Lhis  is  by  far  the 
largest  cooperative  organization  ^^  merchandising  butter.   The  Challenge 
Cream  and  Butter  Association  of  California,  now  o^f i  iliated  v/ith  the 
Land  O'lal^ies  Creameries  merchandised,  nearly  40  mhllion  pounds  ,of 


butter  last  year.   "''he  National  Cheese  Producers  ^association,  Ply- 
mouth, "iscansin,  operating  in  ""'isoonsin,  Minnesota,  i^cvv  York,  and. 
other  staces,  l-anclled.  approximately  55  million  pounds  of  cheese. 
These  tliree  large  organii^ations  have  been  able  to  establish  an  in- 
tensive merchandising  orga;iization  because  of  the  large  volume  of 
business  which  they  handle.   ■'■he  two  butter  associations  have  made 
direct  contacts  in  the  sale  of  their  product  and  are  selling  directly 
to  chain  stores  and  other  largo  distributors.   Because  of  the  volume 
of  product  handled  each  of  these  has  been  able  to  do  extensive  con- 
sumer advertising  and  in  other  w:-ys  has  built  up  co;.suvr.er  demand  for 
their  product.  ^he   Challenge  Cream  and  -i-^itter  Association  differs 
from,  the  Land  0' Lakes  organization  in  that  it  is  strictly  a  jobbing 
association  operating  its  o;vn  trucks  and  maintaining  a  sales  organ- 
ization for  selling  to  the  small  a.s  well  as  the  large  grocery  stores 
in  the  larger  cities  on  the  Pacific  ^oast .   '-^he  cialk  of  the  sales  of 
the  Land  0'  akes  Association  is  in  carlots. 

The  National  "^hecse  Producers  i'ederation  obtains  the  bulk  of 
its  product  in  »'isconsin,  which  state  produces  7C  per  cept  of  all 
the  Am.erican  cheese  manufactured  in  the  United  States.   '^hcrefore, 
the  greater  part  of  its  supply  com.os  froin  an  intensive  cliecse-pro- 
ducing  area.   '-'■hert..  is  one  other  cheese  mar  'eting  a :.' cociation  that 
has  developed  an  effective  merchandising  system,  on  the  Pacific 
Coast.   The  Tillamook   ounty  Croar.ery  Association  l:"'st  year  sold  more 
than  9  mdllion  pounds  5f  cheese,  produced  in  a  single  county  m 
Oregon.   -^his  association  has  been  successful  because  of  the  high 
quality  product  it  has  produced  for  m^any  years.   Dependability  of 
quality  has  been  an  extremely  imiportant  factor  in  the  success  of  each 
of  the  associations  m.entioned  and  their  success  in  obtaining  a  satis- 
factory price  for  thoir  m.em.bers  has  dependei  very  largely  upon  this 
factor.   The  Land  0' Lakes  Crcam.eries,  Inc.  have  devo"':cl  a  large  part 
of  their  budget  to  the  im.provemient  of  quality  and  to  the  production 
of  a  standardized  uniformi  grade  of  butter.   •'''11  butter  produced^  by 
the  4i0  miemibers  of  this  association  is  graded  by  the  Federal-Sta  e 
grading  system,  and  no  butter  is  sold,  under  the  Land  0' Lakes  brand 
that  does  not  meet  the  high  specifications  established  for  the  brand. 
The  Chicago  Equity  Union  Exchange,  with  headquarters  in  '-'hicago,  is 
a  wholesale  butter  marketing  organization  selling  butter  for  a  group 
of  centralized  crear;ieries  in  the  Middle  -.est.   It  has  been  success- 
ful in  securing  a  satisfactory  outlet  for  this  butter  '.-lanuf actured 
by  the  several  loc  Is,  not  because  of  the  high  quality  b^at  because 
it  has  succeeded  in  establishing  uniform  methods  of  reanufacture  in 
the  local  plants.   ^  merchandLising  organization,  ha'ndling  dairy  pro- 
ducts, is  in  an  advsntagoo-as  position  0"n  the  marlret  when  it  has  to 
offer  a  product  of  uniform,  quality. 

The  character  of  the  supply  furnished  by  thesd  associations  has  con- 
tributed to  their  success.   It  is   ot  alone  the  quality  or  the 
volur.e  that  makes  it  possible  to  develop  satisfactory  outlets.   In 
order  to  get  a  premiium  for  the  product  the  supply  m:ust  be  sufficient 
to  take  care  of  customiors  at  all  tim.es.   1'hat  mieans  a  dependable 
supply.   I  am.  sure  that  this  is  as  im.portant  in  building  up  a  trade 
nam.e  for  a  business  organization  handling  dairy  b;-products  as  it  is 
for  an  association  handling  fluid  mdlk. 

In  '.'J  . shington  a  few  weeks  ago  I  saw  a  fine  examrple  of  the  im- 
portance of  dependability  of  supply,   '"-'■'here  are  five  cooperative 
s  associations  in  western  "ashington  that  v:ianuf acture  ccndensed  milk. 
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■butter,  cheese  and  other  products.   J-'ue  to  the  peculiarity  of  the 
market  on  the  Pacific  '-'oast,  the  Seattle  "butter  market  was  from  a 
cent  and  one-half  higher  than  the  market  in  California.   'i'he  returns 
for  butter  were  considerably  higher  than  could  be  secured  by  manufact. 
uring  condensed  or  evaporated  milk.   In  spite  of  this,  ohese  assoc- 
iations -were  forced  to  continue  their  condensed  m.ilk  operations  m 
order  to  supply  their  customers  who  depended  upon  them  for  con- 
densed milk  put  up  uv^der  the  trade  name  of  the  association.   In  other 
words,  these  associations  were  forced  to   anufacture  condensed  milk 
at  a  lower  net  return  to  their  members  in  order  to  protect  their 
market  for  condensed  and  evaporated  mdlk. 

The  Chicago  Milk  Shed  has  recently  been  organized.   '^he  farmers 
now  have  a  bargaining  organization  in  t-:;.-.  rure   ilk  "Association 
which  represents  the  u  on  the  Chicago  mxarket.   S  price  of  v2.64  has 
been  established  for  fluid  milk.   -^here  are  some  jO  or  40  uhousand 
farmers  in  ..'iscoa.sin  outside  of  the  regular  milk  shippers  v/ho  now 
want  to  be  iacludcd  on  this  price  basis.   lo  bring  all  this  m.ilk 
into  Chicago  vould  m.ean  the  market  would  be  flooded  and  the  price 
broken.   In  order  to  protect  this  'iiarket  these  farmers  are  being 
organized  into  an  association  for  the  cooporative  bar^^aining  of, 
their  products.   f^ith  dependability  of  supply  should  be  iricluded 
not  only  the  supplying  of  customers  with  the  yjroducts  needed  but 
at  the  sam.e  ti.-ie  regulating  the  supply  in  such  a  way  as  not  to  flood 
the  m.arket .   It  v;ould  not  seem  necessary  to  give  much  time  to  the 
question  of  managemiont ..   -experienced  management  is  an  association 
handling  ddAvj   by-products  is  as  essential  to  its  success  as  com.- 
petent  management  is  to  a  milk  mar]-;eting  association. 

Nev/  "^ngland  dairyinen  who  are  interested  in  the  organizing  of 
an  association  for  the  marketing  of  dairy  by-products  will  do  well 
to  give  attention  to  the  factors  which  have  tended  to  miake  success- 
ful other  organizations  operating  in  the  field.   The  small  volume 
of  p-^oduct  manufactured  in  the  New  ""ngland  states  will  make  it  ex- 
tremely difficult  to  o'-^ganize  a  butter  marketing  dairying  associa- 
tion manufacturing  dairy  by-products.   i'his  does  not  inean,  however, 
that  it  might  not  be  possible  to  work  out  some  scheme  which  would 
help  sell  these  products  ao  better  advantage.    ith  the  continued 
decrease  in  quantity  of  m.ilk  av  liable  for  manufacture  it  would 
se^m  that  the  work  of  such  an  organization  was  rapidly  decreasing. 

Discussion 

I'^r .  Young.-  ''I  wonder  about  the  crei-aii  organization  that  was 
being  formiOd  in  "isconsin  adjacent  to  the  Chicago  miarket .   Are  they 
affiliated  with  the  "^and  O'Lakes  Cream_eries,  Inc.,  or  are  they  to 
operate  independently?  ' 

Mr.  Stitts:-  ''There  are  at  the  present  time  about  2,700  small 
cheese  factories  in  Wisconsin,  principally  one  and  two  man  plants. 
In  addition  to  these  there  are  two  hundred  and  fifty  to  three 
hundred  cooperative  creameries  in  the  state.   These  organizations, 
particularly  the  cheese  factories,  are  m^eeting  severe  com.petition 
from  condenseries  and  other  larger  associations  that  are  equipped 
to  ship  cream,  and  manufacture  several  other  products.   "''he  con- 
ditions which  brought  about  the  small  cheese  factories,  namely, 
poor  rodds,  slow  transportation  facilities  and  custom  are  being 
changed.    he  larger, business  unit  is  proving  more  efficient  and 
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better  suited  to  the  present  conditions  in^the  scate.    estern  ..is- 
consin  is  in  the  creamery  section  and  about  45  of  these  creameries 
are  members  of  the  -^and  O'i.akes  Creameries,  Inc.   -  few  of  these 
are  shipping  cre.cm  through  the  -^and  O'la'ces  -•association.   -"-he  neu 
association  that  is  b-^ing  formed  in  the  state  is  a  subsidiary  organ- 
ization with  the  -^and  0' Lakes  Association.   It  is  proposed  that  the 
new  organization  in  "isconsin  will  be  a  bargaining  association 
formed  to  control  the  large  surplus  in  the  scate.   Plans  are  being 
made  for  a  cooperative  crea-,!  brokerage  department  which  vi^ill  handle 
cream  from  such  local  organisations  as  are  equipped  to  ship  cream 
to  Eastern  markets.   Ihe  association  will  be  made  up  largely  of  m.em- 
bers  who  have  passed  inspection  by  the  Chicago  Department  of  -n-ealth. 
'■'-'Ms  association  also  proposes  the  building  of  large  plan.s  equipped 
to  manufacture  butter,  cheese,  and  powder  and  also  to  ship  cream 
W' enevfir  the  inar!ret  justifies. 

THE  BASIC  EATIKO  PLAN  FOR  THI  BOSTOII  MARKLT 

■■'.  P.  ^avis 

Mr.  ■'-'avis  -  '^ost  of  you  iien  have  appoivit  ^lents  and  plans  for  this 
afternoon,  and  I  will  taice  only  a  minute  to  show  you  the  m^odif ication 
of  the  plans,  the  rJew  ^ngland  plans.   '^he  reasons  for  it  have  been 
gone  over  several  different  ways,  but  to  get  the  principle  of  how 
this  mi.odification  works  into  our  present  surplus  plan.   Under  our 
present  set  up  purchases  and  sdes  arc  reported,  and  the  price  for 
Class  1  and  ^lass  2  milk  established  by  negotiation.   ■L'et  us  assume 
that  this  one  is  ^4  and  this  is  '.,2,    and  this  the  surplus  in  between, 
and  the  comiposite  price  would  be  $3  on  a  50;^  surplus.   'the  question 
is  to  establish  some  provision  under  vrtiich  the  producer  v;ill  get  an 
award  for  m.aking  a  m.ore  eve  i  production.   Let  us  assuiie  that  the 
sales  line  runs  fairly  uniformly,  that  the  production  goes  up  and 
coi^ies  down,  this  being  'January  and  this  (indicating)  ^■'ovember.   If 
that  can  be  paid  for  at  a  m.anuf actured  price  it  would  discourage  its 
production  in  certain  areas,  and,  too,  in  the  short  season,  we  could 
mieet  -hs  market  re:iuirements .   »ve  propose  to  do  this.   October, 
^:ovember,  and  -^ecem.ber  v;ill  be  the  basic  period  for  making  a  basic 
quantity.   Let  us  assume  that  that  averages  400  pounds  a  d.ay.   Under 
the  modification  the  producer  will  be  given  opportunity  of  shipping 
twice  his  base  after  ^anuary  1st.   I'hat  is  to  say,  he  can  purchase 
and  receive  the  composite  price  for  tv/ice  his  base  during  the  next 
nine  months,  and  if  in  the  month  of  June  he  produces  only^SOC  pounds 
of  mdlk,  the  class  comiposite  price  will  be  paid  for  it.    uppose  he 
produced  1,200  p';.unds  of  m.ilk  and  800  of  it  is  at  composite,  he  has 
400  pounds  left  u'hich  will  be  paid  for  at  tlie  class  2  price. 

Under  the  plan  we  m.aintain  the  surplus  principles  of  the  present 
plan,  a  report  of  purchases  and  s  .les,  determ.ination  of  composite 
price  under  that,  basic  quantity  for  the  tv/o  to  one  basis,  allov/ed 
him..   1'he  only  tim.e  that  the  average  producer  would  go  beyond  the 
tv;o  to  one  basis  '.vould  be  in  -^pril,  "'"ay,  and  June.   If  he  exceeds  it 
in  -t-he  months  of  "'pril,  -^ay,  and  June,  he  takes  exception  to  the 
coiuposite  price,  which  is  of   lass  1  and  2,  he  simply  gets  the  '^lass 
2  price  for  that  excess  over  tv/o  to  one.   That  will  stivr.ulate  in 
short  months  and  tend  to  reduce  cost  of  production  in  the  spring 
months.   In  those  areas  where  it  can  be  mianufactured  on  a  butterfat 
basis,  it  probably  w? 11  leave  a   lass  2  outlet  for  th  t  farmer. 
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That,  briefly,  is  the  plan  vve  are  going  to  adopt  October  1st,  and 
those  basic  quantities  go  into  effect  January  1st.   if  necessary 
we  can  reduce  that  froni  two  to  one,  or  reduce  froiii  t>.'/o  and  a  half 
to  one,  and  let  the  judgment  and  experience  of  our  -niarket  needs  guide 
the  policy  and  restriction  that  will  be  placed  upon  them  in  the 
future.   I  don't  think  I  can  add  anything  more  to  this  discussion. 
It  has  been  presented  through  the  various  farm  publications,  Ex- 
tension Service,  and  meetings,  all  over  the  territory.   '"-'-'he  attitude 
which  the  Nev/  -England  producer  has  recogni'^ced  the  importance  of 
evening  up  his  production  has  surprised  me.   I  believe  it  will  have 
a  tremendous  weight  on  this  fall's  production. 

Mr.  Young  -  '"'^ave  you  arrived  at  any  conclusion  on  the  rating 
of  the  man  who  goes  in  to  production,  or  what  the  arrangement  v/ill 
be,  rating  of  a  mian  who  goes  from  one  plant  to  another? 

Mr.  -^avis.-  *vhere  his  production  is  known  and  he  has  been  a  part 
of  the  market,  his  production  will  follow  him. 

Mr.  Young:-  There  viall  be  cases  vi/here  they  miay  not  put  in  the 
facts.   Have  you  any  idea  how  that  will  be  worked  out? 

Mr.  Davis;-  It  will  be  necessary,  under  this  plan,  to  have  the 

records  of  each  producer  available  for  verification  and  check.   If 

he  goes  from  one  plant  to  another,  his  record  of  October,  Novem.ber, 
and  -December  should  follow  him.. 

Mr.  Young:-  -"-t  ddesn't  appear  quite  clear  to  me  how  a  man  proves 
the  record? 

Mr.  Davis:-  -^art  of  the  admiinistration  of  the  surplus  plan  at 
the  Boston  end. 

Mr.  Young-;-  Suppose  a  producer  outside  the  dealers  organization, 
buying  under  N.Z'.M.P.A.  surplus  plan,  started  to  sell  in  April  to 
a  dealer  buying  under  the  N.E.'I.F.A.  surplus  price  plan,  just  vi/hat 
are  you  going  to  do?   -^-re  you  going  to  take  his  word  for  his  pro- 
duction last  November? 

■r.  D'avis:-  .,e  are  going  to  ask  himi  for  his  record  of  production 
for  those  three  m.onths.   I'he  only  other  basis  that  you  could  settle 
it  on  would  be  to  sub j"? at  ^ him  to  surplus  the  first  month  and  set 
that  as  a  base  until  he  vvent  through  a  basic  rating  period,  and 
carry  hlm^  through  without  reference  to  v/hat  he  did  last  October, 
Novemiber,  and  December. 

Mr.  Young:-  '-^'here  will  be  a  lot  of  things  that  v/ill  have  to  be 
pretty  well  worked  out. 

Mr.  Davis:-  'J-hat  is  true.   They  have  not  all  been  completed 
by  any  manner  of  micans . 

Ohairm.an-.   -^^ny  other  questions?   If  not,  I  will  turn  the  meeting 
over  to  Mr.  I.  'T-.  Davis,  who  has  something  to  say,  and  will  ask  him 
to  pronounce  the  benediction. 

Mr.  I.  '■^.  Davis  -  It  seem.s  there  has  come  up  during  the  sessions 
of  this  conference,  a  m.anif estation  of  a  desire  to  have  as  a  sort 
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of  a  crystaliz;vtion  of  conclusions,  if  there  are  any,  arising  out  of 
the  discussions  in  this  conference.   One  inethod  which  would  crystal- 
ize  the  conclusions  in  one  direction,  as  presented,  is  this.   ^he 
N-"w  -^ngland  Research  "^ouncil,  :in  or.^anization  of  agricultural  colleges 
doing  research  work  in  the  agricultural  field,  has  a  comrnittee  on 
Dairy  Research,   Mr.  -"augh  is  chairman  of  the  comraittee  in  devising 
methods,  and  at  his  invitation  ^  am  going  to  ask  certain  men  to  meet 
with  that  committee  after  dinner  to  discuss  that.  ^   will  ask  Mr. 
Davis,  :vlr.  Hough,  ivir.  Bancroft,  and  Mr.  -^ang  (of  the  Hood  to.  ) 

I  would  like  a  brief  session  ox  the  Institute  right  now.   "nd 
if  v/e  all  feel  that  we  ha/e  gained  something  out  of  this  Institute 
I  hope  its  results  will  redound  to  the  benefit  of  New  "^ngland  agri- 
culture, and  I  will  declare  the  Institute  adjourned. 

Adjournment . 


(The  follov/ing  was  a  part  of  the  program  on  the  morning  of  June  20.) 
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Treads  in  the  lairy  Industry  of  New  England 

Alexander  Z.  Cance 
Massachusetts  Agricultural  College 

It  is  an  econoinic  truism  that  the  deveiopiient  of  any  industry 
depends  on  the  demand  for  its  product.   Under  keen  and  rational  com- 
petition the  geographic  location  of  the  industry  depends,  m  the 
long  run,  on  the  superior  corap'Trative  economic  advantages  which 
certain  localities  possess  in  the  production  of  thnt  product.   These 
advantages  are  weighed  by  men  in  two  ways.   In  the  first  place 
superior  soil,  climate,  and  natural  resources  invite  .aen  to  engage 
in^ those  productions  on  which  hea  en  smiles  and  nature  gives  the 
greatest  assist':^nce .   On  the  other  hand,  personal  i  :clination,  adapt- 
ahility,  the  greater  demand  for  other  services  or  products,  the 
fierceness  of  competition  in  'V  e  one  field  'md  the  absence  or  relative 
mildness  in  others  may  outweigh  the  n^^tural  advantages  a/id  persu-^-Ae 
or  force  industry  into  other  channels. 

Southern  New  England  is  by  states  the  most  densely  populated^ 
the  most  completely  urbanized  and  the  most  highly  industrialised 
portion  cf  our  country.   Its  wealth  and  purchasing  po.ver  are  tremen- 
dous.  Moreover,  the  trend  in  all  these  directions  is  still  forward. 
These  are  prominent  reasons  for  the  decline  of  the  exteiisive  types 
of  agricultural  industry.   Lack  of  land  area,  on  Lhe  one  hand,  and  . 
social  and  economic  opportunities  on  the  other  have  given  greater    •' 
comparative  advantage  to  industry  and  commerce,  an  advantage  that 
bids  fair  to  be  long  continued,  perhaps  permanent. 

Furthermore,  the  natural  conditions  of  soil  and  climate  are  not 
comparatively  advantageous,  except  in  limited  areas.   Sun  and  soil 
and  rainfall  .are  more  bountiful  in  great  areas  of  the  United  States 
and  Canada.   Superior  facilities  for  transportation,  storage  and 
preservation  more  than  overcome  the  handicap  of  distance  in  many 
instances  and  their  increasing  effectiveness  and  adaptability  are 
narrowing  rather  than  increasing  the  area  of  agricultural  opportunity. 

The  most  im.portant  fact  for  the  dairy  industry  to  consider  is 
the  quality  and  quantity  of  demand.   In  New  En^^land  uhis  means  the 
demand  for  clean,-  high  fat  content  milk,  disease-free  is  increasing. 
It  is  also  capable  of  proof  that  the  higher  and  surer  the  quality, 
the  greater  is  th?  increase  in  demand.   Aside  from  acidity,  visible 
dirt  and  cream  line,  quality  in  milk  is  hard  to  distinguish--as  far 
as  the  housexvife  is  concerned.   Consequently,  co'ifidence  in  the  pro- 
ducer or  distributor,  reliance  on  public  inspection  and  acceptance 
of  the  dicta  of  unprejudiced  commissions  and  teachers  are  the  moving 
Influences  in  maintaining  and  increasing  the  consumption  of  milk. 
Strangely  enough,  even  the  organized  producers  of  milk  who  have  the 
most  to  gain  have  -iianifested  little  intelligent  incerest  in  any 
phase  of  consumer  demand  except  the  effect  of  price.   In  fact  the 
directors  of  policy  for  the  New  England  Milk  Producers'  ^association 
of  an  earlier  day  stated  specifically  that  the  organization  wished 
to  know  nothing  about  consumer  demands  and  to  have  nothing  to  do 
v/ith  consumers.   So  far  as  intelligent  com.prehension  of  re.  1  pro- 
blems facing  the  or^anir.ation  was  concerned,  this  placed  the  New 
Er.gland  Milk  Producers'  ■associatioii  in  the  sam.e  class  v^ith  the 
D.  A.  i^.  and  the  Homie  Market  Club. 
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Recently,  attention  has  been  directed  actively  to  the  quality 
of  the  milk  produced  and  also  to  a  more  even  flow  throughout  the 
year.   as  a  beginning  this  is  comriendable,  but  is  is  evident  that 
the  greater  part  of  the  energies  of  the  management  are  devoted  to 
other  problems--and  that  the  question  of  even  su:;ply  is  much  better 
understood  than  the  problems  of  quality  and  its  relation  to  consumer 
demand . 

Very  inadequate  studies  have  shoivn  that  there  are  various  levels 
or  regions  of  demand.   J^^'roTti  one  point  of  viev;,  these  correspond 
roughly  with  the  econoiiic  levels  of  the  population.   --fter  a  given 
point  in  cleanliness  and  safety  is  reached,  it  may  be  roughly  stated 
that  quality  factor  becomics  more  important  as  ecomomic  >.'./ell-belng 
Increases.   J^^ut  I  am.  very  sure  that  in  the  higher  levels  the  con- 
sumption of  high  grade  milk  and  cream  can  be  greatly  increased  by 
the  right  ^.cind  of  sales  nanship  and  publicity  and  by  strict  and  vol- 
untary m.^..intenance  of  rigid  standards  on  the  part  of  producers.  On 
the  lower  levels,  public  inspection,  the  labors  of  the  dairy,  food 
councils,  c-nd  allied  agencies,  and  the  chain  store  are  patent  agencies 
in  increasing  the  demand  for  more  and  better  dairy  products,   ft 
study  of  racial  groups  shows  great  differences  m  demand.   ©uring  a 
summer  spent  in  oc  ndanavian  countries,  I  was  struck  with  the  univer- 
sal and  abundant  use  of  dairy  and  poultry  products.   These  are  miorely 
two  illustrations  of  differences  in  the  character  of  milk  consumers. 

On  The  Supply  Side 

From  the  maze  of  conflicting  figures  on  i^iew  -England  livestock, 
the  conclusion  emerges  that  the  number  of  actual  dairy  cov/s  has  not 
greatly  changed  in  forty  years.   '^ome  up  and  down  movements  appear 
over  a  period  of  years,  and  since  1920,  there  has  been  a  rather 
general  decline  due  perhaps  to  the  disposal  of  lower  grade  animals-- 
but  by  and  large  the  cow  population  for  all  J-'-ew  ^ngland  is  relatively 
stable . 

The  distribution  has  changed  considerably,  however.   ■"■  cow  map 
of  1890  shows  a  greater  fiensity  in  southern  New  "^ngland  and  less  con- 
centration in  VermiOnt .    he  form  of  dairy  products  marketed  of  course 
differs  greatly  from  that  of  40  or  50  years  ago.   "^arm  butter  for 
sale,  creamery  butter  and  cheese  have  disappeared  from  southern  New 
England  except  in  isolated  sections  and  are  rapidly  deserting  the 
northern  areas.   ^^y  states  and  census  periods,  the  high  point  in 
total  butter  production  jn  Massachusetts,  '-'onnecticut,  and  •'^hode 
Island  was  about  1890.   In  the  three  northern  states,  the  peak  was 
about  1900  to  1904. 

The  demand  for  fluid  milk,  on  the  one  hand,  and  rapid  increase 
in  supply  of  western  creamiery  butter  v;ere  responsible  for  the  change 
in  New  ^ngland  production.   •'-he  increasing  demand  for  sweet  cream 
gave  opportunity  for  easy  transition  from  butterfat  production  in 
marginal  butter  areas.  ^\it    cre.m  production  seem.s  to  be  a  short- 
lived enterprise.   Better  transportation  and  pres  rvation  facilities 
seem  to  make  it  possible  for  u'estern  cream  to  be  substituted  for 
butter  and  placed  on  our  J^astern  markets  in  at  least  fair  condition 
at  competitive  prices.   If  we  succeed  in  drying  up  the  Canadian 
supply  of  cream  eit'^er  by  fair  means  or  a  tariff  bludgeon,  western 
shipments  will  almost  certainly  increase.   In  any  case,  competition 
both  from  the  demand  and  the  supply  side  will  probably  soon  force 
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rew  -^gland  to  lolace  dairying  on  a  fluid  'i.ilk  basis,  the  rnain  portions 
of  our  butter,  cheese,  and  cream  supplies  being  shipped  here  from 
more  distant  points. 

This  does  not  mean  that  isolated  districts  and  makers  of  farm 
butter  comi^and  a  special  market  will  renounce  butterfat  for  milk 
immediately;  but  the  basis  of  dairying  will  be  milk,  and  programs  of 
production'  and  marketing  should  be  made  with  that  fact  in  view. 
Southern  Nev/  t-ngland  has  already  shifted  Its  production  program  to 
milk. 

A  milk  program  implies  certain  important,  perhaps  difficult 
changes  in  dairy  plars  and  methods. 

1.  More  even,  year-roU'^d  flow  of  milk  since  milk  is  perishable, 

2.  More  atte^^tion  to  sanitary  and  hygienic  arrangement  to 
insure  a  drinkable  quality  of  milk. 

3.  This  will  very  soon  mean  that  milk  herds  must  be  free  from 
tuberculosis--and  probably  from  contagious  abortion. 

4.  A  new  and  constructive  plan  for  replacing  dead  or  discarded 
cows  and  expanding  the  herd. 

There  are  other  ne?/  factors  and  adjustments.   I  v/ill  speak 
about  some  of  these  ooints  later  on.   It  may  be  well  now  to  note  the 
probable  outcome  of  this  milk  program  in  its  larger  aspects. 

In  general  it  may  be  said  that  dairy  cov.'s  tend  to  increase 
with  density  of  farm  ponulation.   The  cow  population  of  ^jouthern 
New  i^ngland  seems  to  have  about  reached  the  saturation  point. 

1.  In  part,  commercial  milk  production  in  these  urbanized 
areas  is  dependant  on  the  profitableness  of  riroducing  and  distribut- 
ing milk  by  individual  dairymen.   The  farmer  who  can  milk  his  cows, 
distribute  his  milk  in  the  morning  and  do  a  day's  v/ork  after  his 
return  finds  dairying  possible  even  in  the  vicinity  of  large  cities. 
This  is  well  illustrated  in  eastern  Ilassachusetts  towns. 

2.  Villages,  towns,  and  small  cities  v;hich  cannot  consume  a 
carload  of  milk  daily  are  now  chiefly  supplied  by  local  dairymen. 
That  these  areas  are  important  consuming  factors  is  readily  shown. 
The  total  population  of  New  England  is  8,000,000.   The  rural  popula- 
tion;i.e.,  those  who  live  in  places  of  2,500  iind'tinde:^,  is  about 
1.5  million;  something  over  two  million  more  live  in  places  having 
2,500  to  25,000  inhabitants.   These  peonle  at  present  use  about  3.5 
million  pounds  of  milk  daily  or  the  output  of  some  300,000  cows. 

In  some  localities  where  dairying  has  so  little  comparative  advantage 
that  the  price  of  milk  tends  to  rise  or  the  delivery  service  shrink, 
the  motor  tank  truck  is  likely  to  give  serious  competition  to  these 
local  dairymen.   This  method  of  milk  transportation  has  not  come 
into  general  use  in  New  England,  but  its  potential  competitive  ad- 
vantages seem  to  be  important  within  a  limited  radius. 

3.  Local  production  of  hip;h  grade  or  special  milk,  producted 
for  fastidious  consumers  and  sold  at  luxury  nrices,  is  a  branch  of 
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dalrxlng  which  pro^-riises  well  in  the  hani.s  of   mpii  who   re  at  once 
^.  "  'd  dair^  farm  niana^-o.vs  and  ,5  ••:".  sules  en.    uch  e  tcr;-;  i^ec-  floiu'is 
m  zee    v^ci'-i'.y  01'  wcalt  y  or  discj'ir.inatin^,  populations  surficie  c  y 
c  'nee  tratei.  to  tna  0  econ'inical  distriliut  ion  possib.ic. 

4.   Cooperatin^;  ^^liroups  of  fa:  ^ners  iv'.o  c-isti'ibutc-  t  ■  local  cons  -.mer 
a  ;d  l-olal  consumer  good-will  by  good  service  arid  u'l  lit^  cm  distribute 
r,  li;it-d  quaniit;-  ".f  'iIa"-;  m  competition  viJi  distribuio..-3  of  s'rip:?eJ 
m  supplies,  ^j.nd  hold  the  mar  et  ind':fi  itely  rrov  dei."  f-ey  keep  down 
pla-^t  a -id  distribution  costs  ad  mai::tain  eff'cien-.  T.ana  jem-.  nt  . 

">  -  t 'o  b~sis  of  mil^''  Droduction  for  distnit  -v.   r'"ets   hov/ever, 
so-^TiO  exolanat  lO; '  is  ;  necessary. 

1.  T-  e  cu  ntity  of  creari  I'eruired  f  r  c  nsumpti'-n  is  i  .  so'iie 
•narketa  gr'-ater  than  the  reported  ■.:ilk  receipts.   In  Boston,  t  e 
c-vera^e  reported  rr.1l>:  receipts,  ly<i^^  to  L/^dS  1  ;c1usivg,  .vexe  about 
185,000,^00  quarts,  run.,ia^  from  178, '.  lO,  Ov.;j  lO  19^.   0,0  o.   The 
receipts  of  cre..-m  avera.^^c.-d  2_',lOO,0  0  quits  oi'  .  mi  "  equivalent  of 
2o0,000, '.00  quarts,  and  ra   from.  -c;00,OlC,  vO  in  li;,i6  to  24c.,0  0,00w 
m  19^^.   For  •  Massachusetts  as  a  wh.ole,  tlie  tot-:.!  consuivpt ion  of  milk 
m  19-do  .vas  carefully  -.stim.ated  to  0:  bjO,'.00,0  0'  ^uurts  .-.  _d  of  crea^r. 
^..Oo, 000, 000  qu.:>.rts  liCv^-surcd  m  equivalent  i'/ith  m.il  .   .11  ol'  t. 
cri.am  //as  im.ported  or  .  ala  ced  by  exports.   (.:rea-ri  consu rp'tion  h  s  iii- 
creascd  greatly  sin  c  ..i^c;.^ 

If  o.'''ri   when  a  6      v  ."ov;  '  ngland  goes  over  to  exclusive  inilk  pro- 
.'■"uction,  ".  trem.endous  volur-e  ";f  mal''  desig  .,-.  d  f'lr  cream  .ill  be   v  li- 
able f  :r  beverage  -nilk. 

2.  New  "ngland  still  proc^ucos  aid  vVill  doub  -  .  23  ''O.-cinue  lo 
produce  for  years  substa  tial  quantities  of  butttr.   Up  to   race    tis 
butter  is  ma:-:ufactured  during  ever;:  -.-ont"  of  t"  e  ,,■  nr.   I;  1925  (t'^e 
I'-st  report  I  have  at  ''and)  12',V5b7' "OC)  pounds'  'of" cr't.'  'i  r   bui:t--.r 
were  made  using  at  least  125,000,000  quarts  of  -iii'--. 

Inefficiency  Eeplored 

T'^e  continuance  of  dairying  depends  V':r,  little  on  t~-e  out  o  i:e  of 
t^'e  controvers-j  as  to  -.V'-ef-er  ;•;■■   ■ -n  obt  m  a  t^riif  i:.r  otev:.  tion -of 

iSj.'jO  or  ;.5ft.00  p  r  co  .'  p-r  year.   I'he  im.p';-rt.int  c  nsid-:  ratiov.  is 
that  this  difference  in  costs  .epparently  exists  and  rrosupposes  a 
a  superior  eff  iV.  le'acy  in  Canadian  prof'.uction  .ith  .',qual  or  inferior 
natural  resources  and   a  dica  .ped  by  greater  dista'ice  from  t.'e  T;ar;;et. 
It  IS,  h.'.ever,  a  matter  of  serious  i  .terest  t'r..-:t    t  e  production 
methods  of  our  farmers  are  so  out  of  line  .vith  produetion  elsoi'/here 
that  a  subsidy  of  cj;..5<j.0fi  per  cow  is  -lecessar^  to  mi-Aintain  our  industry. 
T\-e  heartfelt,  almost  .:  ystvricpl  pleo  for  ,  .  addition. 1  o  ce-n^^-s  per  ^  .  . 
,_.llon  subsidy,  a  plea  .vhich  I  am  sure  eyas  honestly  m..:..de  by  our  tariff 
j.obbyists,  indicates  that  Lhe   05.00  bonus  is  not  enough  and  that  ..e 
reelly  need  the  entire  .-56.00  pee-  coj  or  .  pension  of   56.00  p?r 

onte. —  sufficient  to  hire  one  'nan  thiC   ear  round  f  .>r  eaci"-  J^-co-v  diry. 

Re^nedies  Suggested 

The  fact  is  that  improv  m.ent  m  dairy  far,,  managem.ont  is  urgenr . 
Our  rather  mea  cr  studies  are  sufficient  to  indi:;a-ce  f-e  need  of' 
larger  business  enterprises  a  :d  ..ore  efficient  dair   eqaipe-.ent  in- 
c:!uding  cov7s.   In  tlie  transition  from,  a  paresiiic   1  .or  f ar  .1  enter- 
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prise  to  e.n  in^^epr  'dent  c  on  •.lei'-ci'l  uridcrt'^,  in^,  t'"e  d.'.ir;  farr.  is 
coni'ronto^d   it'-  f  e  necessity  of  ^rirowi   -     ue'  l:\JV'. r  c-'s^'-  bal'.nce 
fr.n  f  irm  rl:,".   T  e  purchsing  rov/er  of'  the  ioll?.r  is  rnuch  the  same 
toda^,  as  it  ■■;  s  in  the  p-riochT  lSc8  to  ":  381,  cxxt    co-.i  on  --■■s  rvation 
3'-o;vs  t'-?.t  -  .C,0  'O.OC  mco'iic  m  t>:-  earlir-.r  o  nod  ir; '  nt  a  ■■r.uch 
hi(;her  standard  of  livi  -.  than  it  does  tod'^  -   1  d  to  fis  the  present 
inil.^tion  of  the  dollar  as  comorrtd  ,.itb  1910-1914  day?  plus  the 
change  in  the  i;"'du3trial  statu?  of  dairying  in  p  rticul;^'  and  the 
need  of  a  larger  dairy  income  is  d  ^^no  isti'ated . 

1  have  already  suggested  ccrt;;.in  factors  vvich  will  assist  m 
obtaining  this  larger  mco^re  fi'O-u  dairy  farTi;i...g. 

L.   --11  year-round  production  need  not  be  dis  ussed  here  because 
ore  attention  vi-ill  ce  give  :  to  it  in  ot  ..r  papers  in  t..  is  conference. 
I'^  ie  cl/ar,  however,  t  at  aore  even  -reduction  is  nee  ss-..ry  m  :ral.-. 
^r  ducing  loc.lities  a  J  t"  ct  this  i  creased  pra-'a,.  t  ion  c  n  be  ob- 
t  med  .ithout  gr-atly  incre  sing  production  costs,  -i-  fact  perhaps 
by  diir.inisbmg  production  costs  in  so  ce  areas.   T^   extent  to  vd?.ich 
even  production  can  go  .vill  probably  be  determined  on  the  one  hand 
by  the  rn'rlret  dcna  d  a  :d  on  the  other  by  the  relative  percentr^ge  of 
dependence  upon  good  r-cstures. 

ti.      Increased  production  of  good  qualiiy  i.riil'c  per  cow,  c  'I'Oveir.r  rit 
T.hich  h  s  been  going  on  for  years,  s'  ould  be  eicourged  by  '.very 
ceo  or.ic  iTieans  possible.   In  presenting  -rgjUrr.en  s  for  an  increase  m 
the  ^-ariff  on  butter  to  prevent  Dan'  sh  imports,  the  advoo  tes  of  the 
tariff  argued  that  cue''"  tariff  was  necessary  because  the  Danes  hav'- 
very  T.uch  higher  producing  cows_  h^an  t-ce  _dairy;:.en  of  liew  Dngland  and 
■*■  e  //est,  and  incidentally  thej'"  added  ~"at:-"-"r  "n£'iv"eiy'  t"  at  the  Danish 
butter  is  of  such  high  qu.lity  t  at  it  is' difficult  for  us  to  Tieet 
it   or.peti tively .   ~t  is  true  that  eff  cie":t  dacr^mg  for  milk  decs 
call  for  co;vs  of  greater  productio   than  t'^e  msjo'ity  of  tl^ose  nov/ 
■cr-  duciag  in  Ihz  i   "^ngl":nd^  esr:'cially  in  n'irth^"-'n  j."e\v  Ingland,  m  the 
outlying  districts.   The  high  price  of  dairy  ?^o.s  calls  for  increased 
prc^uction.   So  does  t'"e  incrc  sing  over  "ead  arid  thj.e  incrr  sing 
operating  expense  of  labor  and  other  fores  of  capital.   The  change 
from  cream  selling  to  mill:  selling,  too,   ill  cut  down  on  the  incident- 
al industrir-s  of  livestock  production  basc-d  on  t'  e  feeding  of  s  im 
milk  and  will  lav  a  greater  emphasis  on  t'ce  mile"  crer   for  cash  in- 
come.  This,  too-,  calls  for  greater  production  p:r  co.-. 

3.   The  use  of  higher  producing  cows  lmm.ediately  brings  ut)  the 
question  of  the  supply  of  cows.   In  southern  i>:ew  I'ngiand ,  it  is  well 
known  that  a  large  percenta._;e  of  ti:e  cows  used  for  malk  are  purchased, 
cany  of  these  purih.as.- s  a.  e  m.ade  m  northerr.  ^■' w  ^-n,_^land.   T  e  problem 
of  produci  "ig  c-.lves  or  pure  .<csing  co.vs  elsewhere  indeed  raises  two 
questions    (1)  T    'JU'stion  of  relative  cost,  and  (2)      he  qucstioii 
of  t:-e  adequacy  or  charcctcr  of  -!"!;:  supply  of  purci  'cjod  cov;s. 

Suggest  ("ooperative  Cow  Li;^r'^eting 

It  is  at  this  point  that  I  believe  a  co  st  uctive  cooperative 
policy  can  be  developed  by  organizations  of  farmie.  ^  f^^r  the  pur:.;ose 
of  rearing  high  grade  cows  and  sellicg  them  as  guaranteed  a.  imals  to 
Tar-mers  w]' o  do  not  find  it  profitable  to  raise  their  O'A'n  calves. 

It  seer;:E  to  m.e  th .  t  cow  breeding  and  selling  associations  can  be 


.  e-i    <: 


-102- 

organiEed.   In  :'"'  ti",'';-  .-.^   ■■■t'   'istriccs  of   o  v  .  ngl  .i."  "  ,>:'.re  the 
■•ea":is  of  transport  :  tic  maTo  iral'r  m  r'^.-ti.;^;   iffirult  a  c.  .vl-.re  fe- 
•pendence  x  or  inco:ne  is  n  '   on  butter  ^^'rodu-tio  ,  there  isar;.-l 
possibility-  for  th;C  ;;uildin{j  up  t'-is  new  for-,  of  ':oop.;rative   nne-.v^r 
.3uch  a  -n.irket  would  af  ord  a  inore  profit::  'e  outlet  f'.)r  t:.v  producers 
of  replacement  stoclc  and  could  encourae.e  gi"'0'ii'-G  it  z::.   .jettcr  fill 
t'e  demar.ds  .~if  those  dair^^^aen  able  .-nd  rcr.d^.'  lO  pay  what  such  stock 
IS  >.'ort;?  to  t'e^i. 

Th  t  it  should  be  cooperative  is  ob\  ious  W:  en  on.^  considers  the 
ti'.ie,  the  labor,  and  trie  insecurity  of  the  pr..se."it  -ot  ods  of  pur- 
chasing cows  by  farr.crs  ...t  a  dista  'Co.   ,-in„  cow  buy.r  c.-.n  give  you 
figures  on  the  cost  of  drivi.ig  over  t;  c  hill^,  inttrvio-.v.ang  farniers, 
selecting  ...  cow  here  arid  tbcre  v'/ith  no  real  assurw.ncc  of  its  quality, 
collc'.ting  the  co  s,  end    shipcing  trem  to  ;or.:  dis.  r.'^   pomls. 

In  t"  IS  cown  ction,  I  t  i-^ee  c  nsidcration  s'^.ould  be  given  to  che. 
posslbilit  ;  of  shipoing  c  IV'.s,  t'c  progeny  of  high  p.i;  •vrucing  co.-s 
on  into  sive  ■•nil^r  far'ns,  to  p;3ture  areas  wrc:/c  i'  ey  c  n  :.-e  rriscd 
under  satisf act;-)ry  c  ->nditions  and  turned  bac"'"  to  the  far-ncrs  as  pro- 
ducing h..;ifars.   I'his  whole  Tna.t'cer  of  d..iry  r.  ■:!   ccaents  requires 
careful  study,  but  oven  a  lictle  study  mace  b^,  oi.ir  departrn.-nt  m 
Massachusetts  indic~tes  that  there  is  roorn  for  rany  oconorraes  in  the 
purchase,  as  well  a~  raan;  br.cding  possibiliti..  ■•  ir  some  f.-'riri  of 
cooper  a  t  i  v   o  f f  or  t . 

Largrr  h^erds  Inoperative 

4.  }    rg- r  d/iry  h^rds  are,  I  thirhr  m  ■.• '.ny  cas  s  necessary  to 
t 'e  continuance  of  satisfacte^ry  life  and  inco":i;o  on  d  irv  far  s .   It 
vas  brought  out  in  certain  reent  tariff  studi-.s  t  at  the  dairy 
""■erds  in  r:ew  Zealand  are  nearly  tivice  as  lar^,r.  as  those  in  Vermont. 
Better  methods  of  nachinory  for  milking  co;/s,  even  to  the  building  of 
reception  room  to  which  co.vs  come  in  turn  to  he  eile'od  b^  one  machine 
suggest  possibilities  of  J arger  herds  without  increase  in  the  labor 
staff . 

Outlines  iiroad  urogram  for  i^ooyer.. lives 

I  wish  to  add  ;•/:  at  I  teinh  is  a  constructive.,  suggestion  m 
connection  ,\?ith  our  coot>i.ra.tives .   . within  the  last.  few  y  c>rs  we  have 
.-11  b,en  gratified  to  n  z.    th-it  there  hc:s   eon  a  com.ing  together. 
They  sec  eye  to  eye  now  as  they  formerly  did  not.   Tho-y  und:.:rstand 
that  t'.'.ey  have  ,co-rrr;on  'arobhe'ris  .   ;'t  is  evid  r^t    th;..,t  m  all  of  them 
there  certain  weaknesses.   I  think  all  o.f  f"  e-e;  arc  v/illirg  to  admit 
these  aeaknesses  and  m  V.   e  presence  of  our  growing  cO'Tipetition  lo 
miae  an  effort  to  eli'Tiinate  t'  em..   I  have  already  .-r^ted.  that  the 
largest  of  trcse  cooperatives  in  northern   r.v  ^'nglaed,  the  uovj 
-ngland   ilk  rroduce.iS'  association,  as  b'.-.gun  en,rgeL.ic  and  intelli- 
gent endeavor  to  increase  the  quality  of  m.ilk  rmd  to  obtain  a  miore 
even  production  throughout  t  e  yer.   But  to  my  mane,  the  cooperacive 
S'-ould  go  farther  f'-an  this.   The  local  milk  coope.r-.tives  of  Vermont 
e.ro  very  close  to  their  farm.crs.   Indeed  the  f.erm.^rs  feel  that  the 
coopcretive  cree.m  r-'  is  their  own,   The  ^e::   "ngland  Milk  froducers' 
-ssociation  has  been  gett   g  closer  to  its  miembcrs  by  m.eans  of  field 
m.en  who  are  aiding,  explaining,  and  s.rving  the  organization,  and  I 
believe  eh  ere  is  coming  to  be  a  feeling  a  ong  these  members  that  they 
h'jv-  a  real  part  m  t  e  central  organization. 
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WELCOME  •  idk 

John  Barlow 
Acting  President 
E.  I.  State  College 

It  is  mir  privilege  and  pleasure  to  extyupL  to  all  a  very  hearty  and  cordial 
welcome  to  the  campus  of  ilhode  Island  State  College.   I  hope  you  will  not  conclude 
from  the  gloomy  aspect  of  the  weather  that  our  welcome  to  you  is  of  tl^e  SHme  -drab 
and  neutral  character.   I  hope  you  find  before  you  have  "been  here  very  long  that 
Ilhode  Island  sunshine  is  as  bright  and  her  fields  as  green  as  any  other  state  can 
show,  and  that  our  welconie  is  equally  cordial. 

In  looking  over  the  program  of  this  conference  I  v/as  interested  in  thinking 
back  over  the  fifty  years  or  so  that  I  have  heard  the  problem  of  the  farmer  talked, 
about  and  written  about  by  farners,  their  organisations  and  their  wise  friends  whn 
do  not  themselves  engage  in  farming.   It  is  interesting  to  notice  how  many  different 
solutions,  explpjic.tions  and  consolations  have  been  offered  for  the  troubles  of  the 
poor  f-rraer.   It  is  interesting,  someti'ues  amusing,  to  see  how  many  ways  have  been 
suggested  to  better  his  condition  or  reconcile  him  to  his  lot.  He  has  been  told  he 
was  the  only  truly  free  man,  master  of  his  own  time,  independent,  self-sufficient, 
oldest  of  the  rristocrcacy  of  the  earth,  and  a.  hundred  lines  of  action  have  been 
suggested  that  v/ill  le'^rl  to  his  economic  rehabilitation.  In  the  last  few  yea,rs  the 
greatest  of  his  problems,  the  problem  of  cooperative  soiling,  has  been  the  subject 
of  more  careful  rnd  intelligent  study  than  it  has  ever  before  received.   It  is  a 
clear  recognition  of  the  fact  that  the  problem  is  economic  in  its  na.ture,  and  tha.t 
distribution  is  the  key  of  the  solution  of  this  sconomic  problem,  and  that  its 
solution,  so  far  as  the^re  ever  will  be  an.];-  solution,  will  have  distribution  as  the 
first  element  of  the  ne"'  pjrogram  and  :/our  discussions  during  this  conference  will, 
I  am  firmly  convinced,  be  directed  at  the  fou:idation  problem  of  f.r.rm  relief. 

I  \Yish  to  repeat  that  we  v/elcoir.o  you  most  he-'.rtily  to  Kingston.  Everything 
here  on  the  cauxpus  is  yours  and  I  hope  your  stay  here  v.'ill  be  both  pleasant  and 
profitable. 
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TOPIC:     Whr.t   Should  New  Snglrnd  Agri cul tior e  ExiDect  from  the  Federal  Farm 

Board? 
W.   A.   Kunson,   Director  of  Extension  Service 
Massachusetts  Agricultur-.l   College 

We  apprecir.te   the  opportunity  to   corae  to  Rhode  Island  State   College  for  this 
session  of   the  llevj  England  Institute  of  Cooperation  rnd  v/e  recognize  the  amount   of 
work  its   staff  has  done  in  .getting  ready  for  us.      Your  efforts  to   give  us  a  pro- 
gr-'^jL  on  the  subject   of   cooperation  is  an  illustr-^tion  of  what  we  have  experienced 
during  the  past   three  years  in  Connecticu.t ,   Massachusetts,    and  Vermont,   all  of 
which  put  a  great  deal   of  effort   on  the  progrpjns  that  wo  night  understand  more 
thoroughly  the  prohleras  of  distribution  of  farm  products. 

This  is   the  fourth  institute   sponsored  by  the   agencies  representing  the  farm- 
ers*  business  and  those  representing  the  farmers'    educational  f-'^ciliti3s.      These 
institutes  reflect  the  cooperation  among  those  wh'i  are  intcreste.i.  in  trving  to 
find   some  V7ay  of  making  the  production  of  the  f '^rn  more  proji'';role   .1-    'Trrrnving 
distribution  methods.      The  attention  which  the   agricultv'.ra'j.  a.i'<    ^ta^c   c.^1  l^-g'3S 
of  llexf  England  are  giving  this  subject  and  their  efforo,3  --.h  -:,>o  -Y.a-'e   "r.^^-'- icv.tes 
productive  of  straight    soimd-thinlring  indicates  that;   f^r'.r     fv"';V:;     ,j'^  ve:  y  iiuch 
in  sympathy  v/ith  t.  r-   cooperative  movement  and  I   an  c-'i':'.Iii  -.'^r,   -'  r  -  to  .1n  rheir 
share   in  mailing  xt   ?-Mc;ceoi:.ful. 

This  aftr-rnoon  ih-^  fi'st   subject   is   "\That   Should  ^:G^;   ■i:ii=.l...nd  /':_,.•■' cult  are  Ex- 
pect from  tho  General  larrr.  Boa:^d?"     The  Farm  Board  h....r;  dcii^yv^^d  i\    '■•   '''i'Son,    one 
of   its  members,   r-.ul   ,V      T     iHyerj,    ore   of   its   re;-r  :;scr.u,b,  ■<  .v"; ,    t.     c   :re  h;-r  ■  ■  -      I  >tlow 
it  has  been  a  viry  ha -6    ;rr!._  f.,.-  ;,jr,   iJilson  to    -^e-   av^.y  ir-.;    '-.j-h   Cr^ .  c'  rn.l  -/e   all 
a^ppreciate  his   -r-i.-;'-  r:.i.x  -/i'l    i-aKic  whatcve-:-  h-    ■^  ,y3   :-.v    ;\    ■-•  ■  :■  i  ,  ■:   \..:.   \'!r.'  I -yrzi 
Board  which   l;^  ■•^;  '::i.7ig  t t;:r,  .o^j-u-  effort   to  gi^e  us  '    .,-r..c'    ,;- 0 --,:i  -f,.--   j.nvy.opmg 
our   cooperative  c.v^  ;  '-..cn-ri.-o 

At  the  ti:ro   o'i"  tn;   i->.?t  :..aid  G-rrnt   College  i.?-ioci.',r,T  or  -..^vilng  in  Chicago  a 
comiuittee  from  .h;-  ]"o vtaif  3':rri-i  Land  Urant   Cclleg-,-^!     -'  -r  ■i...-^j.d  tr  ic-k  T.th  the  Farm. 
Board.      At   the  fi?s.-':    .ae  ?•■.-;  ■•:.g  01'   this   comr.-.itteo  \r.    ,7,    ".     ¥y-rr  :  ^:v:-    iel:<r.';od   by 
that  Board  to   s^t    \.i.   -.(■■r.,:\.r-'>:  ce  \"'ith   the   con-ci-'l-cv.   c..^    ..ni   <  f   ^'h  ^'    .:'■  r.'.' ••=-■•  er.ce  has 
come   the  plan^  .-'c .:  ili-.i  .-;  Mi.t   such  informaofou   nj    «  '  lu.  o„  h;>'.p-':v;        r  r,.m  £;u??e 
the   cormitteo  f  .1  •.    vs -y    :.:U:.be.'.  r::.d  happy  that   i-r;,    . -a;*.   Ihr-    5itvu..:'s  of  l;<r.    Myers 
and  re-^pectcd  hir;   ^-r-o;!    ,;  - 1  r' ;;,.  ;r .;  .it   and   ability   :-    a-.:.l-a.e   ii"   "it.,  ii^ss   o.-graizaLion 
of  a  coopcra'oivu        j;,   is  r  pZeasui-e  to  present;  hv     <{     I     i'Ayer  j  this  af  tir>rn(.cn. 
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Talk  prep-red  "by  Ch-Tles  S.  Vilson,  Merr.'ber,  Federal  Pr,rr.  Bor,rd  Washing- 
ton, I).  C,  and  delivered  at  the  fo-orth  annual  meeting  of  ITgnt  England 
InstitTite  of  Cooperation,  Kingston,  Rhode   Island. 

What  Should  Uciv  England  A'^ri culture  Expect  f  rm  the  Federal 

Farm  Board? 

Present  situation  in  THex:   En°;land 

According  to  the  records  as  of  Januriy  30»  ^''e  have  received  reports  from  197 
coopere.tive  associa.tions  in  Hew  England,  located  araon^  the  sta,tes  as  follows: 

Maine  ---------  5I     Nev?  Hampshire  -----  I5 

Vemont  --------51     Massachusetts  -----  38 

Rlaode  Island  -----  7     Connecticut  ------  35 

Of  these,  59  ha.ndle  dairy  products;  85  are  listed  as  either  retailing  or  mis- 
cellaneous purchasing  associations;  32  handle  fruits  and  vegetables;  2  grain;  1 
live  stock;  3  poultry  products;  1  tobacco;  3  wool;  r^nd.ll  miscellaneous  products. 

It  is  my  opinion  that  these  records  are  incomplete.  Moreover  it  is  not  possi- 
ble to  make  them.  r.ore  complete  v/ithout  a  personal  visit.   The  survey  of  the  co- 
opera,tive  associations  in  the  Northeastern  states  begins  next  wee3c,  and  when  that 
survey  is  finished  ve  shall  have  a  detailed  and  axjcurate  pictiire  of  the  cooperative 
associations  and  their  problems.  Also,  '.•"e  shall  have  a  better  knovled^e  of  "nhat 
to  do"  and  "how  to  do  it".   In  the  neantias,  as  regards  Uev;  England,  the  Federal 
Farm  Board  is  a.ssisting  in  the  formation  and  development  of  coopera.tive  associa- 
tions as  the  opportunities  offer. 

Apples : 

For  several  months  the  Federal  Farm  3oard  has  been  working  v/ith  representatives 
of  the  apple  industry  in  an  effort  to  improve  present  distribution  and  sales 
methods  and  to  develop  a  plan  of  ma,rketing  in  accordance  with  the  provisions  of 
the  Agriculturrl  Marketing  Act. 

Two  conferences,  one  in  Janijr.ry  a.nd  the  other  in  Hay,  have  been  held  in 
Washington  by  the  Federal  Farm  Board,  v/ith  representatives  of  the  rpple  grov/ers, 
for  the  purpose  of  la.unching  a  new  nation-wide  cooperative  movement  ajuong  pro- 
ducers of  this  fruit.   At  the  Jajiuary  meeting  the  ha-ndling  of  apples  on  a  national 
basis  was  discussed,  and  it  was  recommended  that  a  general  committee,  representa- 
tive of  the  various  importc^it  apple  growing  regions  be  established  to  give  the 
subject  further  study.   This  resixLted  in  the  appointment  of  a  general  apple  com- 
mittee composed  of  fifteen  men  who  met  in  Washington,  E.  C ,  in  May,  at  the  call 
of  the  Farm  Board. 

The  New  England  states  were  represented  r t  the  last  conference  by  Mr.  Howard 
P.  G-ilmore,  President  ^'f  the  Nashoba  Apple  Packing  Asc;ociation,  Westboro,  Mass. 

Since  these  two  meetings  v/ere  held  the  Federal  F?-rm  Board  has  been  making  de- 
tailed preparations  for  the  organization  of  pji  apple  project.   Both  Federal  and 
State  agencies  rn-e  cooperating  with  the  Federal  Farm  Board  in  this  undertalcing. 
Local  cooperatives  are  being  encouraged  to  unify  their  ■'activities  with  a  hope  that 
eventually  there  w'ill  be  sufficient  volur.e  of  apples  handled  by  these  cocper.sitive 
lissociations  to  warrant  a  national  sales  progrm  for  this  fru.it.  As  a  background 
for  the  new  project  there  already  are  in  m.a.ny  sections  thriving  coopera,tives 


actively  working  to  increase  t/.c  volune  of  frait  that  is  hr.ndled  by  their  ranrkst- 
ing  orgtr.nizE.tic.ns. 

Outside  of  the  New  ;^n5lrjid  strtes,  cooperative  expansion  plans  for  apples  are 
under  vcy   by  the  Eood  Hi  ver  Apple  Crrowers  Associ.'^tion  in  0re.2;on;  the  G-reat  Lakes 
Fruit  Industries  _  Incorporated  in  V/estern  Michi-i^an;  the  Illinois  Fruit  Exchrjige  in 
central  rnd  southern  Illinois;  the  Cu'nbcrlrnd-Shenandoah-Potonac  valleys;  and  in 
western  "Sev   York. 

In  Hcv;  England  the  I'ashoba  Apple  Packing  Association  Incorporated  is  the  most 
active  cooperative  organisation  engrged  in  p.acking  and  marketing  apples.  This 
association  has  expanded  its  activities  and  no'v  serves  apple  growers  in  north- 
central  Massachusetts  and  southern  Nev?  H?j!ipshire.   It  has"under  consideration  still 
greater  expansion. 

Th?  apple  grov/ers  of  Maine  have  expressed  a  very  keen  interest  in  cooperative 
apple  packing  and  marketing.  Last  Saturday  the  growers  representing  all  apple 
sections  of  Maine  mot  in  conference  with  representatives  cf  the  Federrl  Farm 
Board,  the  State  Colle  ;e  of  Agriculture,  and  the  State  Department  of  Agriculture. 
Steps  were  talcen  to  mai:,?  a  detailed  survey  in  counties  producing  any  considerable 
volume  of  apples.   This  survey  will  be  the  basis  for  the  formrtion  of  local 
cooperative  packing  associrtions  that  the  .growers  now  have  under  considerrtion. 
There  is  a  splendid  attitude  in  Maine  toward  the  development  of  apple  cooperatives. 

Potatoes; 

Representatives  cf  cooperative  potato  associations  have  held  two  -leetings  in 
Washington.   The  comr.-.itteo  recorr^ended  the  appointment  of  r  potato  corraodity  con- 
nittee;  the  G?i,rly  extension  of  effort  to  organise  potato  groiTerp,;  and  the  estab- 
lishment of  a  nation-wide  farmer-o^/ned  and  farmer-controlled  organizr-tion  to  co- 
ordinate activities  of  regional  potato  rarTketing  associ:  ticns. 

It  is  recognized  that  a  nuiiber  of  the  more  important  potato  producing  terri- 
tories are  unorgrnized  r.nd  it  will  be  possible  to  form  onlj""  a  limited  number  of 
regional  associations  at  this  tim.e.  Vf'ith  the  cooperation  of  local,  state  and 
federal  leaders,  the  Fedei\al  Pann  Board  is  work5n:;  on  the  potato  progr?m. 

Mr.  v7.  ?L.  Thor.pson,  of  Caribou,  Maine,  repre'^-ented  the  Hew  Snglrud  states  at 
these  potato  r.eotin  :s.  3-rov;ers  in  Maine  have  ■'irjLler  consideration  the  furthering 
of  cooperative  effort  i.-ithin  the  boundaries  of  that  state. 

Dairy  Cco-)er,atives : 

Cooperative  marketing-  cf  d^.iry  products  is  r-cll  oGtablished  i:.  the  ITew  England 
States.   A  large  part  of  the  milk  produced  here  ha?  been  c-olc"  through  cooperative 
org' nizations  for  more  than  a  decade..  Tlaese  ihr   Er.gr...-,ni  c'H;p"rat  ive."  handle 
princijially  milk,  altricugh  there  are  several  cr'C"-.icries  m.a:a."f:' ^ctv-rir.-,  bv.i +-.-^r  and 
cream  for  at  least  a  pr.rt  of  the  :"-er'r. 

Of  the  associations  themselves,  35  are  located  in  V ey -.''-.. t ,    ~'>i.  pe  >.eing  -'ostly 
cooperative  crerir.eries  which  are  nor/  eUi^jaged  in  handling  f  lul''  m-'l]^:  IP.   rre  lo- 
cated in  I/Iassachusetts;  U  in  Connecticut;  U  in  Maine;  nd  2  eacn  m  rhode  Islarjd 
and  ITew  Ham.p shire.  j 

The  Federal  Farm  Board  has  assisted  in  the  fom:ation  of  several  regional  m,ar- 
keting  associations  for  the  handlin';  of  dairy  products.   These  regionrl  associations 
are  organized  to  servo  a  particular  district  or  region.   Tlieso  rogionr'ls  .-^re  being  ' 
cstf.blished  e.nd  developed  in  the  middle  west  r.nd  western  states  at  the  prerent  time.. 
As  the  movement  progresses  it  is  lo  :icf.l  to  a,ssu_me  that  lTe'.v  Engl'^nd's  economic 


conditions  will  call  for  the  development  of  similar  regionrls. 
Wool: 

The  national  TJool  Marketing  Corporation  ie   of  particular  interest  to  Hew 
England  fajmers.   It  waa  organized  last  wtntar  and  this  sorson  is  handling  6|>- 
proxinately  one-third  the  clip- of  the  country.   The  set-up  provides  for  the  or- 
ganization and  developnent  of  locals,  the  federation  of  locals  into  region"ls, 
and  the  consolidation  of  regionals  into  a  national  sales  agency.   Since  sone 
local  associations  xaB.y   be  isolated  and  distant  from  a  regional — and  this  night 
apply  to  New  England — the  set-up  provides  for  direct  delivery  from  the  loce.l  to  a 
marketing  ■'jnit  of  the  National.   The  particular  interest  of  this  Association  to 
New  England  is  the  fact  tha.t  the  National  Association's  sales  office  is  located 
at  Boston,  thus  heing  readily  accessible  to  the  New  Engl-'-jid  producers. 

Comrjodity  Locals; 

Agriculture  is  quite  diversified  in  the  Northeastern  section  of  the  country. 
In  general  there  are  several  different  kinds  of  crops  grown  in  the  same  community 
and  in  many  cases  on  the  sane  fr.rm.   Because  of  this  diversification  and  the  fact, 
that  many  of  these  gro'^ers  live  near  the  big  consuming  centers,  the  na.rketing 
situation  is  somewhat  different  from  that  of  the  mid-western  and  western  sections. 

In  accordance  with  the  present  plan  of  development  of  cooperative  associations 
it  may  be  possible  for  growers  to  join  a  single  association  that  will  be  able  to 
handle  practically  all  of  their  crops  grown  for  sale  instead  of  being  forced  to 
join  different  cooperat "ves  equipped  to  handle  ^nly  "ne  Irind  of  product.   It  will 
not  be  necessary  to  have  a  different  local  organization  -.nth  equipment  for  each 
commodity.   'Ilie  local  cooperrtive  handling  a  variety  of  products  will  be  able  to 
prepare  the  products  for  market  and  then  this  local  cooperrtive  may  be  lin]:ed 
with  the  different  national  r.vgencies,  each  marketing  an  individual  comr.iodity. 

National  Sales  Agencies: 

Five  national  sales  agencies  have  been  organized,  as  follows: 

Farmers  Nationrl  G-rain  Corpor.-^ti^n. 
National  ''io^l.  Marketing  Corporotion. 
American  Cotton  Cooperative  As'^.o elation. 
National  Bean  Marketing  Association. 
National  Livestock  Marketing  As-oocio-ti-^n. 

All  of  these  centrr.l  sales  aoencies  nandlin  •  lU  different  kinls  of  far.i  crops 
cse   available  to  the  farmers  cf  New  England  jus':  o.s  t/,ey  are  to  the  farraers  of 
any  other  part  of  the  country.-  They  are  the  f"rmers  cooperative  corc^odity  orgrni- 
sations  and  the  benefits  of  the  Farmers'  National  G-roJn  Corp^r-'^tion,  for  example, 
are  available  equally  to  the  farmers  of  New  England,  midv/cst  rnd  "est,  provided 
they  are  organized  into  corporr.tive  associations  in  accordance  v;ith  the  provisions 
of  the  Capper- Vol  stead  rnd  the  Agricultural  Mark_cting  Acts.  P-ogr  ss  in  coopera- 
tive development  in  New  England  v/ill  be  rr.pid  and  su.bctantial  v.hen  tho  farmers  are 
advised  fully  of  the  benefits  of  the  'new  movement.   Tlie  New  En^^land  Institute  of 
Cooperation  cm  do  much  to  assist  in  extending  this  inf orm'^tion. 


OF  C0-0PEP.ATI"V5: 
BUSIK3SS  IIT  THS  FCSTESASTISF  STATES 

3y.  W.  I.  Myers,  Cornell  University,  Condiactin^  Survey  for  the  Federal 

Farm  Board,  Ifhaca,  ifev?  'York. 

A  sound  first  step  in  intelligent  planning  is  a  car ef'ol  study  of  the  present 
situation.   In  accordance  with  this  principle,  the  Federal  Farm  Board  is  planning 
to  carry  on  a  study  of  co-operatives  in  twelve  northeastern  States  in  co-operation 
with  the  Colleges  of  Agriculture  and  Departments  of  Agriculture  of  the  states  con- 
cerned.  The  objects  of  this  study  are  to  determine  the  answers  to  as  many  as  possi- 
ble of  the  following  quest  ions :- 

How  raanj''  co-operative  business  organisations  are  actually  operating?  What 
kind'3  of  business  are  these  orgpnisations  carrying  "n?  How  ere  they  orgrnised? 
P/hat  is  their  volume  of  business  and  the  trend  of  their  volur,-ie?  Vfiiat  is  their 
financial  situation  and  the  trend  of  their  fina,ncial  condition?  What  are  the  most 
serious  problems  of  these  orgsinizations?  How  can  these  co-operatives  be  made  more 
sound  and  efficient? 

Personal  visits  will  be  made  by  trained  men  to  each  of  the  active  co-operative 
business  organizations  in  each  of  these  states.  -A-H  information  obtained  will  be 
considered  confidential  and  will  not  be  used  in  any  way  to  disclose  the  identity  of 
an  individual  co-operative.   ^Ihe  most  important  use  of  tho  results  will  be  to  obtain 
totals  and  averages  for  different  kinds  of  co-operative  business  and  for  all  co- 
operatives combined.   This  study  is  not  intended  as  a  criticism  of  existing  co- 
operative organizations,  but  to  fin:-  out  the  fc.cts  of  the  present  situation  as  a 
basis  for  intelligent  future  plrnnina;. 

The  logical  next  step  in  the  developm.ent  of  cooperative  business  would  seem  to 
be  regional  marketing  studies  of  important  agricult-ural  commodities  such  as  milk, 
apples,  potatoes,  eggs  a.nd  other  products.   The  objects  of  these  studies  are  to 
determine  the  factors  affecting  the  costs  of  distributirg  faiTE  prodv.cts  and  thus  to 
point  out  ways  in  which  the  efficiency  of  ma-rketing  can  be  increased.  While  a  good 
beginning  has  been  made  in  such  studies  in  some  of  the  states,  much  more  remains  to 
be  done. 

Lacking  accurate  kn.owlodge  such  as  would  result  from  investigrtions  like  the<^e, 
it  is  necessary  to  make  the  best  possible  guess  as  to  the  present  situ'^.tion  in  plan- 
ning a  prograjn  for  the  improvement  of  co-operative  business.   The  s-L-.gg?stions  given 
in  the  following  paper  should  be  considered  as  tentative,  subject  to  correction  and 
amplification.   If  they,  stimulate  thought  and  perhaps  disagreement  as  to  the  re- 
medies proposed,  they  will  have  served  their  purpose. 

The  trend  of  fnrm"'.ng  in  the  Northenstern  Statf^s  is  toward  increasing  special- 
ization in  the  production  of  bullcy  P,nd  perishable  foods  for  the  nearby  urban  popu- 
lations.  It  is  to  be  expected  that  this  trend  will  continue.   The  limitations  on 
this  tendency  are  those  set  by  the  inertia  of  farmers  and  by  the  fact  that  other 
products  not  well  adapted  to  the  region  must  be  .~ro'7n  to  some  extent  as  a  part  of 
most  v?ell-organized  farm  businesses. 

The  Northeastern  States  arc  highly  variable  in  soil,  topograiDhy  and  climate. 
Since  thora  are  few  Irrge  areas  that  are  unifoi-m  in  those  imuortant  natural  condi- 
tions affecting  n.gricvltrro,   the  agriculture  is  exceedingly  variable.  IThile  the 
individual  frxms  are  specialised,  the  agriculture  of  the  area  is  diversified. 
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This  diversity  of   the  agriculture   increases  the  difficulty  of  marketing  pro- 
blems.     There  are  few  Icrge  are-'.s  with  common  marketing  problems.  '    The  most   im- 
portant  exceptions   to   this  statement  are  some   fluid  milk  areas,    the  apple  regions 
of  western  Ne\7  York  rnd  the  potato  regions  of  Maine. 

The  markating  situ'tion  in  the  lfortlieast«irn  States  is,    in  general,  highly 
competitive  both  as  to  markets  and  marketing  agencies.      In  most  producing  areas 
local  markets  in  adjacent  cities  and   shipping  markets   to   the  nearby  Metropolitan, 
areas  are   competing  for  their  products.     Furthermore,    there   is  keen  competition 
between  the  various  marketing  agencies:    co-operatives,    local  buyers,   trackers, 
chain  stores  and   comm-ission  merchants.      This  keen   competition  results   in  close 
margins  and  co-operatives  find  it  harder  to   compete   on  a  price  basis   than  in  pro- 
ducing regions  more   remote  from  market.      In  general,    there   is   less   need  for  co- 
operative  selling,    except   in  the  maxketing  of  milk,    than  in  producing  regions  re- 
mote from  market. 

Because  of  the  close  proximity  of  producing-  regions  to  city  markets,    lower 
grades  of  products  are' saleable.      This  makes  it  more  difficult  to   control   the 
grading. of  farm  prodr.c''s  thnn  in  regions  more 'remote   from  markets. 

The  most   importr-nt   co-oper:'.tive  marketing  development   in  the  ITortl-ieastern 
States  is  co-oper'- tive  milk  marketing.     Many  of  the  peculiar  :-.;:.o"'"  l^-^v.s  with  '.7hich 
co-operative  ii.ilb.;fflr,rkoti:rig  organisations  are   confronted  ai  .j   c'jlie-  to    •■■he   shiit 
from  the  production  of    bitter  and  cheese  to   the  product  ion  f\o:''l  ;.-.ir-.      In;.:':.  ma,ny- 
years  ago  the  most   iirpjrtar'.x.   outlet  for  milk  in  thit.  area  v.':ls '-v-he  mr.iuf actupe  of 
butter  and  checije^      In.tin.s  situ.' tion  local   co-o'pera.t '.-"-o  ?.r.-r,ri.-'r'l'ei-. -and 'ch^iese 
factories  developed  and  proved  to  be  well-adapted  ''-o   th'^.  ef'i;itn..;  mfnttr'ac vf.re 
of  these   dair}'  products,      The   rr.pid  ihcracise   in  the   gro-T^rj-    jf   ri"' lss  rnd  the    con- 
sequent  greatly  increased  der.iaiid  for  fluid  iKil"::  have   re.-s-jloea  ir:   a   shift   f^om 
butter  £ind  cheese   to   flu'j.d  milk.      Hie  grorth  of  large  fluid  Tii\k  ditftxi'oiitr.ng 
corpor-^tions  hcs   s ■Simula ted. the  development  of   co-''perat' 'I'^e  r-f.^.TJ  .T.'.-'-i   "Trfalning 
assjcir.tions  cf  prdduoers-      Ka.a.7  of  the  loc^I   co-ore ---t^-v't.   t.r.srmav-i-ea.  h-i'-e  "looked 
with  s'usTjicion  upon  the^'^e  nerrer   co--operative  devel'/p'Ticnt-?.      Pi-;  I:'j'»-.1  y  tiie  .To;it 
important   co-cperative  milk  r:.o.rke'cing  problem  in  the  ilew  Y.'3?'k  .and  3oatcn  milk  sheds 
is   comnotition  between   co-operatives. ' 

The   centraliisaticn  cf  milk  distribution' in  n;he  hands   of   a  few  "lar-'ge   corporrtions 
makes   necessary  the   development   of  railk-shed^-wide   co-cperrtives    ':  ■.    j;Lve   eDiirlity 
of  bargaining  po'-^er  to  producer-..   .  In  this  situation.it   is   carport -.nt   'i-.o  harron'se 
the   confii.cting  interests  of  co-operative   dairy  organ! sa.tions   in   0  -der   tc   develop 
one   strong,    efficient    co-orierative    in  each  milk  shed.      Tr.e  aim  v'0'a,.d  not    do  to 
develop   a  co-operative  m.onoply,   tut   develop  a  regional   co-operati7e  •■:hn':  would  be 
a  domina.nt  factor  in,  the  nr.rketing  of  milk  in  the   shed  in  which  it  '"opero-tes. 

For  m.any  ye.Ts   co-operative  p'ci'chasing  has  been  .an  important    orE^nch  of   co- 
operative business   in  the  Northeastern  States.      ITliile  the  frrrners   of   this   region 
are  relatively  close  to  the  arrkets  for  their.  f"rm  products.,    they  are  far  from  the 
sources   of   supply  of  the  feeds,    seeds,    fertilisers   and  other   supplies  that   a.re  used 
to  a  large  extent   in  their  farming  operations.      The  r-pid  growth  of  the-  Eastern 
St.o.tes  F.aerm.ers'    Sxch.ange  and  of  the   Co-operr.tive'  G-.L.F.   Exchriige   is   the   best 
cvidencEOf  the   service   raid  efficiency   of  wholesr.le  purchasing  cc-operrtives   in  this 
territory. 

Except   for  milk  m.ark3ti;ig  co-oporrtives  and  regional  ^wholesale  purchpsing 
associations,    the   typical  co-operatives  of  the  Northeastern  States  are   independent 
1        ■       ■  ■  . 


locals  organised  for  the  purchase  of  feed,  seed,  and  farm  supplies  or  for  the 
marketing  of  fF.rm  products.   In  general,  these  local  co-operatives  are  doing  a 
good  job.  Like  other  businesses,  they  show  wide  variations  in  individual  effi- 
ciency aiid  in  soundness  of  financial  condition.   In  any  progrejn  for  the  improvement 
of  co-operative  business,  the  first  important  job  is  to  assist  these  local  co- 
operatives to  get  upon  a  soxmder,  niore  efficient  basis,   ^ecause  of  their  small 
size,  most  of  these  local  co-operatives  are  un-ble  to  hire  skilled  men  for  business 
management  and  aocounting  advice,   \7hether  or  not  plans  are  ever  developed  for 
combining  these  locals  into  f edero,tions,  it  is  important  to  assist  them  to  become 
strongly  financed,  efficient  operating  units.   The  study  of  co-operatives  now  under 
way  should  be  followed  up  by  an  intensive  educational  campaign  in  order  to  accomp- 
lish this  result,   ^n  most  states  this  will  require  at  least  one  v/ell-trained  man 
whose  main  job  \7ould  be  to  work  with  local  co-operatives  on  their  business  manage- 
ment, accounting  and  marketing  problems. 

A  second  important  way  of  increasing  the  efficiency . of  local  co-operative 
organisations  is  through  combining  the  purch^-se  of  farm  supplies  with  local  mar- 
keting services  on  important  products  produced  for  sale.   In  general,  specialised 
local  commodity  -.narketing  co-operatives  are  not  -dapted  to  the  Hortheastcrn  States 
bec-use  in  most  localities  there  is  not  a  sufficient  volume  of  any  one  product 
produced  for  sale  to  ma^ke  possible  efficient  operation  of  a  local  marketing  plant. 

The  truth  of  this  statement  is  borne  out  by  the  experience  of  the  fruit-pack- 
ing associations  and  the  potato  marketing  associations  in  New  York  State.   These 
local  co-operatives  did  a  very  good  job  of  grading  and  packing  but  the  cost  was 
so  high  that  in  most  cases  they  soon  discontinued  operations.   The  high  cost  was 
due  to  the  high  overhead  with  a  lack  of  volume  of  business  and  a  short  season  of 
operation.  By  combining  the  co-operative  purchase  of  feed,  seed  and  farm  supplies 
with  assembling,  grading,  packing  or  other  local  marketing  services  on  important 
products  produced  for  sale,  a  volunie  of  business  can  be  obtained  in  most  communi- 
ties that  v/ill  reduce  the  cost  per  unit  to  a  reasonable  basis. 

Most  of  the  successful  local  marketing  co-operatives  in  the  United  States 
combine  the  purchase  of  feed  r,nd  farm  supplies  wit.i  the  :.ir,rketing  of  farm  products 
because  it  is  m.ore  efficient  to  combine  these  activities  in  one  plant  than  to 
operate  separate  organizations.   Tlie  most  important  single  group  of  local  co- 
operatives in  the  United  States,  the  co-operative  grain  elevators,  combine  the 
purchase  of  fertilizers  and  farm  supplies  with  the  marketing  of  grain.   Similarly 
most  of  the  citrus  and  other  fruit-packing  associations,  the  egg  marketing  co- 
operatives and  other  local  co-operatives  combine  the  purchrso  of  frrm  supplies 
with  the  marketing  of  their  respective  products.   In  most  cases  private  de.'^lers  at 
local  points  also  combine  the  sale  of  farm  supplies  with  the  purchase  of  farm  pro- 
ducts. 

Co-operative  purchasing  is  particulrrly  important  in  the  Northeastern  States 
because  of  the  largo  volume  of  feeds,  seeds  and  fertilizers  purchrsed  for  the 
tjTJes  of  agriculture  carried  on  in  this  area.  Although  in  most  other  regions  of 
the  United  States  local  co-operrtives  are  organised  around  marketing  activities, 
it  is  just  as  logical  to  organize  a  local  co-oper''.ti ve  ajound  purchasing  activities. 
The  m.ost  important  question  is  as  to  the  relative  importance  of  marketing  and 
purchasing.   In  either  case,  efficiency  is  incrjr.sed  by  the  increased  volume  of 
business  resulting  fro:-",  the  combination  of  marketing  and  purchasing  in  one  local 
community  cooperative  organizcation. 

A  sound  general  principle  in  co-opor- tivc  org-'^nisation  in  the  Northeastern 
States  is  to  orgrnize  locally  by  communities  rather  than  by  single  commodities, 
except  in  the  narketing  of  milk.   Because  of  the  lack  of  volume  of  a  single  com- 
modity for  efficient  operation  of  a  local  marketing  organization,  the  most  hopeful 
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solution  of  local  Earketing  problems  in  this  region  lies  in  the  development  of 
connunity  co-operatives  combining  the  purchase  of  farm  supplies  and  the  furnishing 
of  marketing  services  on  the  important  products  produced  for  sale. 

Sven  soundly  financed,  efficient,  local  cp-operatives  corabining  purchasing 
and  marketing  services  are  not  a  complete  ^nsfer  to  the  marketing  problaea.  While 
such  organizations  are  satisfactory  for  local  services,  some  co-ordinr.tion  of 
these  locals  is  needed  in  most  cases  for  effective  selling  in  terminal  markets 
and  for  buying  farm  supplies.  Another  difficulty  in  attempting  to  operate  an 
independent  local  co-operative  is  the  lack  of  standards  of  efficiency.  "Th^manager 
of  a  local  organization  has  no  operating  figures  for  other  co-operatives  of  similar 
type  that  will  help  him  in  detecting  and  correcting  weaknesses  in  f inane iel  condi- 
tion or  in  operation  of  his  orgmization. 

r   There  are  at  least  two  possible  alternative  solutions  to  this  problem  -  the 
federation  of  locals  on  the  basis  of  the  strongest  common  interest,  or  a  co-oper- 
ative accounting  and  business  management  service  for  local  co-operatives.  In  many 
cases  the  most  important  common  interest  of  local  co-operatives  is.  in  their  pur- 
chcsing  activities.   In  some  cases  it  would  be  in  the  marketing  of  the  same  product 
or  closely  related  products. 

The  co-ordination  or  federation  of  local  co-operatives  has  important  advantages 
over  the  other  solution  indicated  since  the  central  organization  may  provide  cen- 
tralized accounting  and  management  control  in  addition  to  a  more  satisfactory  so- 
lution of  the  problems  of  purchasing  feed,  seed  and  supplies  and  of  terminal  ma.r- 
keting.  By  comparing  the  operating  results  of  similar  local  co-operatives  the 
management  of  a  federation  of  locals  caja  more  easily  determine  weaknesses  in  their 
operation  ruid.   take  steps  to  correct  them.  Furthermore,  the  central  management  may 
control  such  vital  policies  as  investment  in  fixed  assets  and  credit  policies. 

Where  possible,  the  best  type  of  co-operative  organization  is  the  combination 
of  community  locals  rnd  a  federation  of  the?.e  locals  with  centralized  mmiagement 
and  accounting  control.   Such  an  organization  gives  the  local  community  the  benefits 
from  local  efficiency.   If  the  farmers  of  a  community  provide  a  volijme  of  business 
sufficient  to  give  efficient  operation,  their  reward  in  the  form  of  low  charges 
results  in  an  increased  volume  which  mskes  possible  still  further  operating  econo- 
mies.  At  the  same  tirrie,  centralized  management  and  accounting  control  makes  it 
possible  to  detect  and  correct  important  weaknesses  in  operation  much  more  quickly 
and  ef fecti -vely  than  is  possible  with  independent  local  orgrnizations. 

Examples  of  a  type  of  co-operative  orgrnization  combining  the  important  essen- 
tials previously  enumerated  are  the  local  Farm  Service  Agencies  affiliated  with  the 
Co-operr.tive  G-.L.P.  Exchange.   In  these  local  co-operatives  all  of  the  benefits  of 
local  efficiency  go  to  the  community  but  control  of  management  and  accounting  is 
centralized.   In  the  beginning,  these  local  farm  service  agencies  were  operated 
solely  as  retail  purchasing  organizations.   Their  efficiency  is  indicated  by  the. 
fact  that  the  average  cost  of  operation  of  these  agencies  was  approximately  one-half 
of  the  average  margin  trken  by  local  dealers  and  local  co-operrtives  in  New  York. 

In  response  to  local  demrjids  these  service  agencies  began  to  give  locr'l  market- 
ing services  on  important  farm  products  produced  for  sale.   These  services  were  pro- 
vided at  only  a  slight  increase  in  operating  costs,  since  the  srjae  plant  and  the 
same  manager  sufficed  for  both  activities.   The  addition  of  local  marketing  services 
to  the  purchasing  business  has  resulted  in  still  further  decreases  in  costs  per 
unit  of  operation. 

There  are  many  problems  yet  unsolved  in  regard  to  the  furnishing  of  local  mar- 
keting services  on  frrm  products  under  Uew  York  conditions,  but  enough  experience 
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has  been  gained  to  show  definitely  thr.t  the  conbinr.tion  of  purch-"sing  ?.nd  nr.rkQting 
services  is  the  cost  efficient  organization  for  r.ost  coontuiities.  As  rr.pidly  r,s 
experience  is  gcined  in  "aarketing,  these  services  v/ill  be  provided  r.t  r.dditioiir.l 
points.  During  the  present  yer,r  local  nr.ri:eting  services  including  asserjbling 
and/or  grading  and  packing  will  be  furnished  at  one  or  more  locrl  Fair.  Service 
Agencies  on  the  follov/ing  products  -  cabbage,  potatoes,  apples,  pears,  eggs,  live- 
stock, grain  and  hay. 

The  experience  of  these  FariTi  Service  Agencies  indicr.tes  that  it  is  possible  for 
one  well-planned,  local  co-operative  to  handle  the  business  passing  througli  the 
hands  of  f ron  three  or  six  conpeting  priv-^te  dealers  at  most  country  points  at  the 
present  time.  TThile  few  of  these  dealers  are  inaking  large  profits  the  inefficiency 
resulting  from  a  small  volune  of  business  and  high  overhead  costs  ceans  relatively 
high  unit  costs.  By  putting  most  of  the  present  volune  through  one  economical, 
V7ell-planned  co-operrtive  plant  with  one  set  of  '.lell- trained  men,  important 
econom'es  can  be  effected.   Such  a  co-operative  Y7ill  be  in  the  public  interest  as 
well  as  in  the  interests  of  producers  because  it  will  do  a  better  job  at  a  lower 
cost. 

liThere  locals  are  federr.ted  or  co-ordinated  on  the  basis  of  their  purchasing 
activities,  regional  marketing  problonr  remain  to  be  solved.   The  ansv/er  to  this 
problem  is  probably  the  development  of  co-ooerative,  regional  sales  agencies 
for  important  commodities  or  for  groups  of  closely  related  ccmmoditie'^j.   It  is 
unv/ise  to  develop  these  regional  sales  agencies  until  there  is  a  sufficient 
volume  of  uniform.ly  graded  and  packed  commodities  to  permit  of  efficient  operation. 
The  first  step  is  the  development  of  efficient,  local  morketing  agencies.  lYhile 
important,  regional s  come  later. 

In  some  cases,  regional  sales  agencies  are  not  needed  because  of  the  close 
proximity  of  the  producing  region  to  a  large  city  market.   It  seem,  clear,  however, 
that  the  development  of  chain  stores  rjid  of  increasing  conjpetition  from,  v/ell- 
organized  co-operatives  in  other  areas  will  force  Horthoastern  producers  to  improve 
the  quality  and  to  standrxdise  the  grading  of  their  products.   In  m.ost  cases  the 
most  feasible  way  of  standardizing  grading  is  through  comr/unity  co-oper."tive  or- 
ganizations. 

Like  the  people  in  every  other  region  of  the  United  States,  we  feel  that  our 
co-operative  problems,  our  marketing  problems,  and  our  agricultural  problems  are 
unique.   Flexibility  in  co-operative  orgrnisation  is  necessary  in  order  to  meet 
varying  local  conditions.  Ho  single  pirn  is  ad'-^pted  to  all  localities.   In  comm-un- 
ities  where  local  marketing  facilities  are  necessary,  the  com.bination  of  purchasing 
and  marketing  will  usually  result  in  providing  these  services  at  a  lower  cost.   In 
communities  where  no  local  marketing  facilities  are  necessary,  the  best  answer  m.ay 
be  an  inform.al  co-oper-"tive  organization  with  little  or  no  overhead  cost,  the  ob- 
ject of  which  is  to  provide  for  uniform,  grading  .-^nd  packing  rmfiong  its  members. 

In  v/orkingout  a  program  for  the  improvement  of  co-operative  business,  it  is 
important  to  keep  in  mind  that  this  m.ovement  is  not  against  private  business,  but 
is  for  farmers.  No  person  or  group  of  persons  has  a  vested  ri.sht  to  m.arket  farm 
products  or  to  handle  fr'.rm.  supplies.   If  co-operatives  are  more  efficient  they  are 
in  the  public  inter-st  as  well  as  in  the  interest  of  frrm.crs.   To  the  extent  they 
are  more  efficient,  they  may  be  expected  gradually  to  displace  inefficient  private 
dealers.   If  co-operrtives  are  not  riore  efficient  they  will  n'^t  continue.  The  m.ost 
important  problem  of  cooperative  organizations  is  business  efficiency. 

Co-operative  business  is  not  r  cure-all  for  all  the  ills  of  agriculture.   The 
most  important  single  problem  of  the  indiviiur-1  farm.er  v'ill  continue  to  be  efficient 
production  of  the  varieties  and  Dualities  of  products  adapted  to  his  farm  and  de- 
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manded  by  his  market.  Without  sacrificing  anything  in  individual  productive  effi- 
ciency, it  is  possible  to  fevelop  co-oporrtive  "business  rj,chinery  that  will  contri- 
bute in  an  important  way  to  the  iniprovenient  of  Northeastern  agriculture-   The  rr.ost 
important  elements  are  tin:e  and  team  work.   Time,  v/hich  is  necessary  in  working;  out 
the  problems  of  marketing  ancl  the  best  type  of  co-operative  business  organization 
for  different  contnunities.  Tea.T>  work  betv7een  the  existing  co-operative  org.'^j.iiza- 
tions,  the  Federal  Tarn  Board,  the  Colleges  of  Agriculture,  the  Departments  of 
Agriculture,  the  Extension  Service,  farm  'irganisations  and  rll  other  a.gencies 
interest  in  the  sound  development  of  Northeastern  agriculture.  -- 
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What  Should  Hew  En>;^l.'^.nd  Agriculture  Expect  from  the 
Federo.l  Farm  Board? 

Discussion  ty  J.  C  Kondr.ll,  Director  University  of  Hev/  Hcrnpshire  Extension  Service 

and  Experiment  Station. 

With  the  rural  population  3O  per  cent  of  the  nation^ s  total,  owning  20  per  cent 
of  the  wealth  ajid  contributing  a  sixth  of  the  nation's  income,  it  is  reasonable  that 
there  should  be  a  business  organization  at  the  head  of  the  agricultural  industry. 
The  setting  up  of  such  an  organization  seens  to  ne   no  more  a  discrimination  in 
favor  of  agriculture  than  the  formation  of  a  Federal  Reserve  system  has  been  to 
banking,  nor  the  foraula,tion  of  tariff  policies  to  our  other  industries. 

It  seems  to  me  that  ITev;  England  agriculture  has  no  right  to  expect  special 
favors  of  the  Federal  Farm  Board.   If  the  law  should  be  changed  slightly — as  laws 
ha,ve  been  cha-niged  in  the  past — it  might  well  be  that  assistance  could  be  3;iven  our 
large  purchasing  cooperatives.   In  a  way,  their  purchases  of  grain  are  simply  a 
process  in  the  production  of  milk,  which  is  of  course  one  of  the  principal  products 
with  which  the  Farm  Boarci  may  deal.   ^Thether  or  not  this  is  done,  however,  it  is 
reasonable  to  expect  that  buying  cooperatives  should  derl   in  close  relationship 
with  selling  cooperatives,  Already  the  Federal  Farm  Board  has  shown  a  most  syinpa- 
thetic  consideration  of  this  situation,  and  we  can  no  doubt  expect  this  to  continue. 

Further  than  that ,  vfo  are  of  course  directly  interested  in  the  proposals  to 
form  national  selling  cooperatives  of  milk  and  t?pples.  The  large  regional 
cooperatives  alre^  dy  formed  to  handle  dairy  products  in  the  West  are  a  big  step 
in  this  direction,  llevr   England  has  felt  the  competition  of  the  middle  weat  keenly 
on  butter,  and  lia,s  had  very  largely  to  succumb  to  it.   If  a  national  milk  pool  is 
formed,  I  cannot  see  hor;  Nev/  England  coul?.  afford  to  be  outside  such  a  pool.   It 
would,  in  my  judgment,  be  in  a  much  better  position  on  the  inside. 

Similarly  with  apples,   we  Imow  t/hat  has  been  done  by  the  citrous  fru.it  com- 
bines to  increase  the  nation's  demanc.  for  such  fruit.  Ve   l-now  that  a  gre^t  deal 
more  could  be  done  to  mrfce  people's  mouths  water  for  apples,  rs  a  result  of  nation- 
al advertising,  than  has  ever  been  done.   This  means  a  big  national  association. 
The  Farm  Board  has  already  recognized  Hew  England's  interest  in  this  matter  by 
holding  meetings  in  Maine  iphis  very  week.  We  shall  look  forward  to  an  advcjicement 
of  this  progrcxn  in  the  future. 

To  a  lesser  extent  we  "re  of  course  interested  in  the  national  v/ool  pool 
already  under  way.   It  may  be  that  something  can  be  done  with  poultry  products 
and  with  potatoes.   Something  probably  must  eventually  le  done.  We  co.nnot  afford 
to  take  a  narrow  attitude,  or  an  insulated,  regional  one.  We  must  look  rliead  to 
large  national  changes  in  marketing  our  f.arm  products  and  be  prepared  to  play  the 
grjne  with  the  rest  of  the  country  in  the  program  that  is  found  advisable.  By  so 
doing,  we  can  express  our  own  interests  best  and  in  such  r.   manner  that  they  will 
receive  the  consideration  that  is  their  due.   The  farmers  of  the. nation  have 
their  chance  through  the  F^rm  Board  to  achieve  control  of  their  products.   They 
should  not  hesitate  to  take  advantage  of  the  opportunity  offered. 
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DISCUSSION:    WIiAT   SHOULD  NSW  ENGLAND  AGHICULTUjC.  EX  EOT  FRO.vI  THE  FEDERAL  FAHI4  BOARD? 
G.    M.   Putnam,    Agricultural  Leader,    Contoocook,    N.  H. 

Statement  based  on  telegram  sent   to  Institute  "by  Mr,  Putnam. 

I   believe   that  New  England  agriculture   should  expect  and  receive   the 
same  cooperation  from  the  Federal  Farm  Board  that  other  parts  of  the  country 
receive.      Our  job  at  present  is   to   organize  our  producers   so    that   they  will  be 
cooperators  instead  of  active  cou^etitors  in  marketing.      When  this  is  done  I  have 
no  doubt  of  the  full  cooperation  of  the  Board, 

I, 

If  the  Board  assists  competing  cooperatives  financially  or  otherwise  it 
will  only  intensify  competition  with  a  tendency  to  lower  prices  at  the  expense 
of  producers,   A  producers,  we  must  first  put  our  house  in  order.   Until  this  is 
done  there  is  little  the  Board  can  do  to  help  us.   Although  we  in  New  England 
live  near  our  markets,  producers  in  all  parts  of  this  country  have  the  same  right 
to  enter  these  markets  as  we  do.   Our  advantage  is  nearness  to  market  and  the 
consequent  shorter  haul. 

Marketing  is  a  national  problem  and  should  be  so  recognized  by  all.   Ini 
order  to  bring  about  orderly  distribution  and  eliminate  market  congestion  and 
price  demoralization,  cooperation  among  regional  units,  or  nation-wide  cooperative 
organizations,  should  be  established.   With  the  recent  active  opposition  by  other 
powerful  groups  to  the  marketing  act  and  the  program  of  the  Federal  Farm  Board, 
I  believe,  it  to  be  the  duty  of  farmers  and  farm  organizations  to  give  to  the 
Board  a  full  measure  of  cooperation  and  support. 


Discussion  of  Mr.  W.  I.  Myers  Talk 

Warren  L.  Ide 
Secretary-Treasurer  of  King  Philip  National  Far-i  Loan  Association 

Bristol  County,  Massa^chusetts,  is  very  favorably  located  with  reference  to 
securing  farm  mortgages.   The  county  is  relati Vely' small,  the  entire  territory 
being  only  about  fifty  miles  north  cud   south  and  twenty-five  or  thirty  miles 
east  and  west.   In  this  territory  our  farmers  hrve  over  $1,000,000.00  in  Federal 
Farm  Loans. 

Our  savings  braaks,  cooperative  banks,  and  many, other  lorning  institutions  and 
individuals  have  also  been  cuite  liber,?!  with  their  first  mortgage  loans  in  this 
territory. 

Vath  over  $1,000,000.00  in  Federal  Farm  Loans  in  the  county,  the  Federal  Land 

Bank  of  Springfield  has  never  suffered  a  cent 'of  loss  on  its  lorns  in  this  '  ' 

county,  "nd  they  lia.ve,  never  foreclosed  on   a  loan. 

Probably  our  greatest  difficulty  with  the  Federal  Farm  Loan  system  in 
southern  Hew  England  is  that  the' system  discriminates  against  the  small  farm. 
Our  small  poultry  and  market  garden  farms  usually  produce  a  relatively  higher 
gross  and  not  'income  than  do  the  la.rger  farms.   Tliey  rre  also  much  more  saleable, 
and,  as  a  rule,  a  safer  security  for  a  Icn. 

The  farmer  with  the  large  acreage,  however,  can  secure  a  much  larger  propor- 
tionate loan  thpji  can  the  snail  farm.er. 

Tlie  Farm  Loan  Act  limits  the  amount  Avhich  may  be  lo:.ned  on  e.ny   given  farm  to 
an  ajnount  equal  to  5O  per  cent  of  the  land  valuation  plus  20  per  cent  of  the 
building  valuation.   The  F-irm  Loan  Board  apparently  has  also  arbitrarily  fixed 
the  maximum  agricultural  value  ''of  farm,  land  at  $300.00  per  acre  even  though  much 
of  our  market  garden  land  in  southern  New  England  often  produces  a  gross  return 
of  from  ■'3500.00  to  $1000.00  per  acre  and  has  a  sale  value  of  $500.00  and  up  per 
acre. 

To  illustrate  how  the  system  discriminates  against  the  sm-^ll  farmicr.   Suppose 
a  market  gardener  has  a  tan-acre  fr.rr;  worth  $10,000.^0.   Suppose  tho  buildings 
are  appraised  for  $5,000.00.   He  would  be  able  to  bor:.-0;-  only  $1,000.00  on  the 
security  of  his  buildings.   The  maximum  he  could  IjorroY;  on  the  security  of  his 
land  would  be  $1500.00,  or  a  total  of  $2500.00  eft.   a  $10,000.00  farm. 

On  the  other  hand,  a  farmer  owning  a  fifty- acre  frrm  ?/orth  $10,000.00  and 
perhaps  producing  less  net  incomic  than  the  smaller  frrm  might  borrow  between 
$U000.00  and  $5000.00.   In  other  words,  a  borrower  with  a  poor  producing  farm 
of  large  acreage  can  secure  a  r.uch  higher  proportionate  loan  th^n  can  the  small 
farm  with  much  higher  producing  land. 

■^  m.uch  fairer  basis  of  appraisal  for  Federal  Farm  Loans  woulr  00  on  the  basis 
of  50  per  cent  of  a  fair  vn.luation  of  the  frrm  as  a  unit  rather  than  a  separate 
valuation  of  the  buildings  and  land  as  at  present. 

I  would  suggest  that  it  would  be  a  worthy  objective  for  the  New  Sngl-^nd  In- 
stitute of  Cooperation  to  recomm.end  to  the  Federal  Farm  Loan  Board  thrt  the  F.^rm 
Loan  Act  be  amended  so  that  a  fairer  and  more  practical  basis  of  farm  appraisals 
raigiit  ho   made. 
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TO  ^lEAT   SXTEl^'-'GAIi'TH:?'  iMrr  E^I(JLA:tI)  V.JSK.'STmnr   i=SOGKAi;  FILL  TE3 
-■HfeSD>03  '  SAL3S  SPFCET  11?  ITETw  Ei^GLAinD? 

Wells  A.  Shernan,  In.  Charge  Fruit 6  n.tid  Ifcgetr-ble  T)ivision,  B-or.^r.u  of  Agricul- 
t'ur-'?'!  ^conofcics,  United  S«^.tes  Depnrtnont  of  'IS-gri culture 

Tjfatfhington,  D.  C, 

I  thin]-  that  the  rest  of  the  dotAitl'y  h?.s  hoen  inclined  to  assume  thr.t  How 
England  asricU-Tture  disposed  of  ita_^r<)duCts  with  narked  efficiency  and  satis- 
faction ond  vith  a  great  deal  less  SStl'es  effort  than  many  oth:3r  producers  have 
found  necessary.   It  is  assu-Tied  thrt'vrith  your  market  at  your  doors  for  almost 
all  of  yoiir  agricultural  products  ■there  is  less  friction  and  vToste  in  the  mar- 
keting process  than  is  comn^only  iSeiL^eyed  to  occur  rrhon  agricultural  products 
are  shlrnod  over  long  distances  aiicV  Bold  f Oi*  consumption  far  from  homo  "'nd  per- 
haps after  passing  through  many  iiaiids.  itr^   d^^ubt  the  problem  appears  less  simple 
and  decidedly  more  important  to  tjlri^e  actually  engaged  in  farr/ng  in  JTew  England 
ani  to  tha  officials  and  organi2afeibns,. .which  are  directly  concerned  '.vith  the 
v/elfare  of  the  llev;  England  farm^^r.'  '.     .  '. 

The  long  distance  shipper'  who  vShajJ^oieS  with  the  Hew  Er^lana  growc;r  no  doubt 
feels  tliat  you  have  all  the  best  or  it  md  ^hat  he  can  soil  ''.t  a  profit  only  in 
case  you  have  not  fiilly  supplied  yHkr  hbnie  market.  You,  on  the  other  hpjid,  no 
doubt  foci  the  competition  of  care-fiUl^' standardized  foods  produc:- ■^  from  the 
outside  more  Icecnly  than  }.''our  di3t.ail.t  cohpetitor  realizes.  When  the==o  carefully 
standardized  or  gro.ded  products  J^jf^l^iro  in  immense  quantities,  a,nd  especially- when 
they  are  of  such  a  nature  that  •^hby  niay  be  hold  in   storage  over  a  relatively 
long  season,  many  derlers,  inclujdlng- 'the  largest  retailers,  may  be  inclined 
to  handle  them  to  ths  exclusion' o'f^lb-cril  pi^oducts,  ospecirlly  if  the  local  pro- 
duction is  unorganized  so  that  it/'fldWe  "i'nto  the  market  from  nr.ny  independent 
sources  in  almost  innumerable  small  trickling  stre"jns.,  Your  movement  for  co- 
operation is  designed  to  meet  the  .latter  diffictilty.  You  are  aiming  to  bring 
together  enough  of  these  trickling  teircrin?<  to  constitute  a  measurr.blo  and  depend- 
able flow  of  goods  which  may  be  expected  ^o  excite  the  interest  of  buyers  or 
dealers  who  may  have  been  inclined  to  devote  their  energies  to  the  sale  of  com- 
peting products.   This  is  listed  as  the  sixth  ^tep  in  the  ITew  England  F^rm  Mar- 
keting Program  p.nd  it  seems  to'  me  that'1;he  ultimrtc  success  of  the  whole  progrrm 
nay  hinge  upon  your  ability. to  interest  y^ur  larger  buyers,  particularly  of 
perishables.   In  m.any  cases  this  will  moan  yriiir  largest  retailers,  or  in  other 
words,  your  chain  stores.  Permit  mo  to  say  at  this  point  th.'t  the  very  fact  tliat 
the  agricultur.al  interests  of  the  Hew  Sngl.and  States  have  joined  forces  in  an 
effort  to  secure  certain  uniform  legislation,  the  adoption  of  -iiniforr:  standards, 
the  working  out  of  a  Hew  England 'v/ide  program^  the  adoption  of  a  Hew  Englrjid 
Quality  Label,  the  formation  of  a  IIo-.t  England  Research  Council,  and  of  this  Hew 
Sngl.and  Institute  of  Cooporrtion,  indicates  .a  most  hopeful  situation. 

I  have  said  on  many  occasions  that  the  States  lying  olon-  our  Atlantic  sea- 
board suffer  more  than  nn:/   others  from  a  lack  of  region.al  consciousness  and  a 
recognition  of  the  interstate  or  rogio-ir.l  nature  of  m.any  of  the  problems  with 
which  the  States  have  been  accustomed  to  deal  individually.  A  statewide  move- 
ment in  California,  in  Texas,  or  oven  in  the  State  of  Washington,  is  as  signi- 
ficant with  reference  to  certain  products  as  a  regional  movement  embracing  a 
ntumber  of  Hew  England .  or  Middle  Atlantic.  States.  A  single  st.atewide  movement  in 
California  trJies  care  of  some  eight  hundred  rdles  of  latitude  with  all  the 
neanderin-s  of  an  intervening  coast  line.  A  movement  embrccing  a  corresponding 
territory  on  the  South  Atlantic  coast  would  extend  from  Mason's  and  Dixon's  line 
to  Florida  and  would  include  all  or  parts  of  eight  States.  Another  regional 
group  extending  througla  eiglit  hundred  miles  would  embrace  .all  the  rest  of  oiir 
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Atlantic  States  fron  Mason's  and  Dixon's  line  to  the  St.  Johns  River.   Therefore, 
when  the  six  llew  England  States  unite  in  a  marketing  progr.'^irj  they  involve  a  ccn- 
siderably  snallor  territory  thr,n  've  have  in  the  S'^ate  of  California  from  the  Sr.n 
Josquin  Valley  north,  or  as  the  nr.tives  say  "CaliJ*ornia  north  of  the  Tehachapi 
Ernge". 

It  may  not  "be  amiss  to  note  in  passing  that  thi3  »?tates  wbich  were  once  the 
original  thirteen  have  inherited  a  ntiaher  of  traditional,  sentimental,  social, 
and  political  Jealousies,  rivalries,  suspicions,  and  prejudices  which  tend  to 
retard  effective  regional  movements.   I  am  particuLajly  pleaset".  to  see  that  the 
six  New  England  States  are  so  rapidly  awakening  to  tfcis  region?,!  consciousness 
while,  as  some  of  you  kno'iv,  the  South  Atlantic  Statef  are  as  a  group  attacking 
certain  problems  which  are  common  to  them  all  -  the  »'.)st  striking  demonstration 
being  in  connection  with  the  early  potato  crop. 

Speaking  frankly,  with  reference  to  your  New  Sngj.«nd  Farm  Marketing  Progrcm, 
I  must  admit  that  such  misgivings  a.s  I  entertain  are  Hot  based  upon  any  fear  that 
Hew  England  cannot  produce  agricultural  products  of  hti^h  auaJity  nor  that  there  is 
any  lack  of  intelligence  which  v/ill  prevent  the  gradi^:  of  these  products  in 
accordance  with  prescribed  standards.  A  more  far  reaH^Axig   question  which  I  under- 
stand has  thus  faj:  not  been  answered,  is  whether  the  'Itveral  Hew  England  States 
will  organize '  a  regional  commission,  body,  or  servict  which  shall  have  authority 
to  pass  upon  the  Duality  of  Hew  England  products  may  h-v^e  origina.ted  or  wherever 
within  Hew  England  they  may  be  offered  for  sale.   In  alftost  all. the  larger  markets 
of  Hew  England  will  be  found  Hevr  England  agricultural  ptoducts  which  have  crossed 
a  Hew  England  State  line.   If  the  question  arises  in  Bciton  as  to  whether  a  pro- 
duct from  any  Hew  England  State  offered  in  that  market  .irder  the  Hew  England 
Quality  label  is  in  fact  below  the  ouality  which  is  prescribed  a.s  the  minimum 
standard  to  te  aold  under  the  label,  there  must  be  someon>":  in  Boston  authorized  to 
pass  with  final  authority  upon  the  question  at  issue  no  .artter  where  the  products 
originated  and  no  matter  how  conscientious  may  be  the  supg-'^vision  exercised  over 
the  use  of  the  label  in  the  Strta  of  origin. 

It  seems  to  iae  inevitable  that  when  the  Hew  Engl'-nd  lalel  shall  have  come 
into  its  own  and  when  a  considerable  proportion  of  the  agricultural  production 
in  How  England  is  offered  for  sale  under  it,  each  State  must  be  willing  to  see 
some  regional  authority  pass  final  Judgment  in  case  of  dispute  on  the  quality  of 
its  own  products  shipped  under  the  label  v/hich  it  has  issued. 

Another  point  on  which  I  have  felt  some  misgivings  I  have  discussed  with  yovr 
Hew  England  marketing  officials.   It  may  bo  stated  thus.   If  quality  standards 
are  maintained  under  the  Hew  England  label  which  result  in  stiraulrting  consumer 
demand,  the  privilege  of  using  the  label  will  soon  b°  sought  by  some  of  your 
largest  prooxLcers,  by  y- ur  mr.rketing  organizations,  and  by  your  commercial  concerns 
which  may  control  production  or  which  secure  considerable  quantities  of  agricul- 
tural produce  under  contract.  Will  the  States  be  able  to  enforce  the  sane  high 
standards  under  the  label  when  it  is  being  used  and  a,dvertised  by  a  large  com- 
mercial concern  which  they  have  enforced  when  the  label  was  being  used  only  by 
producers  each  of  whom  prepared  his  individual  production  for  the  market? 

In  other  words,  can  any  State  discriminate  between  its  citizens  in  the  use  of 
a  label  which  is  State  fostered?  I  trke  it  that  the  answer  is  "nol'  When   a 
standard  or  ouality  has  been  agreed  upon  as  the  minimum,  which  m.ust  be  packed  or 
offered  under  the  Hew  England  label  I  trke  it  that  the  maintenance  of  this  quality 
under  the  label,  and  the  limiting  of  it?  use  to  Hew  Englmd  products  are  about  the 
only  conditions  vrhich  the  State  can  impose.  We  m.ust  be  prepared  then  to  see  the 
coijmtry  merc'.nt  xvho  buys  the  average  rvm  of  farm.ers'  eggs  packing  out  a  part  at 
least  of  his  purchases  under  the  Hew  Englrnd  label  if  the  eggs  so  prcked  meet  the 
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qiiality  requirement  which  h- ve  teen  3et  ^jp.   He  is  a  citizen  --nd  a  trxpayer.  He 
has  an  agrlciiltural  T^roduct  for  sale  which  he  is  willing  to  ,3-ade  in  accordraice 
with  the  stcuidards  prescribed.  He  wishes  to  encourage  the  purchase  "by  New 
England  consuT.ers  of  this  high  quality  product.  He  is  rsady  to  suhnit  to  the   . 
sa.-^e  Inspection  or  supervision  which  the  State  exercises  over  any  other  user  of 
the  label.   Cert.' inly' its  use  cannot  be  denied  hin.   Then  arises  the  difficulty. 

When  such  an  operator  or  merchandiser  has  built  up  a  de~and  for  goods  under 
the  label  he  vjill   be  under  the  greatest  temptation  to  r-aintain  a  steady  flow  of^ 
such  products  into  the  hands  of  his  customers  even  when  conditions  made  it  practi- 
cally impossible  for  hin  to  secure  the  oua-ntity  which  he  needs  Of  products ^which 
do  in  fact  rjeet  the  recuirements  of  the  standard.   Cont-aercial  expediency  will 
suggest  that  he  pac2-c  the  best  thrt  he  has  under  the  label  and  that  he  draw  the 
line  of  Duality  through  his  total  supply  in  such  a  way  as  to  give  hin  enough 
product' above' the  line  to  supply  his  trade  which  demands  the  label.   He  will  be 
faced  with  the  tenptati-in  which  confronts  every  user  of  a  trr^emark  on  perishable 
commodities;  namely,  to  lower  the  strndard  when  necessary  and  to  assure  the  buyer 
that  the  trademark  still  represents  the  best  that  there  is. 

The  misgiving  to  which  I  refer  hinges  upon  this  point:  Will  each  individua.l 
New  England  ^tate  be  able  to  maintain  its  standard  and  enforce  it  when  individuals,  j^ 
associations,  or  corporations  which  are  large  taxpayers  pjid  which  have  obtained    3- ''■.V.V.-' 
the  use  of  the  label  in  good  faith,  desire  to  continue  to  use  in  in  their  ovm  wa.y<J, ';;;/:•''. 

Stating  the  question  in  other  words,  will  the  officers  who  issue  the  labe?fe 
and  maint  '.in  the  inspection  system  at  the  point  of  origin  which  is  intended  to 
safeguard  their  use,  withdraw  the  use  of  the  label  from  persons,  associations,  or 
corpora. t ions  which  may  have  local  or  State  v;ide  political  influence  simply  be- 
cause this  influential  user  packs  enough  of  the  product  under  the  label  to  supply 
his  trade  which  is  demanding  the  Quality  label  when  he  must  lower  the  quality 
somewhat  in  order  to  do  so? 

The  person  or  organization  which  is  distributing  perishables  under  a  brand 
tjr  trademark  has  the  privilege  of  thus  lowering  his  qurJity  to  meet  the  conditions 
of  the  season.  His  brand  is  usually  of  significance  to  the  wholesale  trade  only, 
and  it  usually  appea.rs  upon  the  wholesale  package  and  makes  no  impression  upon 
the  consumer.   That  is  exactly  the  difference  between  a  brand  or  trademark  on 
the  one  hrjid  and  a  standrrd. grade  on  the  other.  TThen  you  have  built  up  a  demand 
for  your  standardized  quality  products  you  will  be  compelled  to  allow  the  larger 
operators  to  use  yo-or  label.   Can  you  make  them  reali::e  the  difference  between 
a  standard  and  a  brandt  And  can  y-'Vi  convince  them  that  when  the  product  does 
not  meet  the  recuirements  of  the  label  it  must  be  sold  without  this  advertising 
aid? 

The  Hew  Sngland  producer  who  is  selling  his  goods  from  door  to  door  among 
people  who  Iciow  him  personally  does  not  need  a  New  England  label.   I  understand 
there  has  been  som.e  effort  to  induce  him  to  adopt  it.   This  must  be  upon  the 
theoiythat  the  State  needs  his  aid  in  educating  ■  the  consumer.   It  is  not  very         ^ 
evident  that  the  use  of  the  label  will  ever  m.ean  very  much  to  such  a  man.  His       ,jWf 
customers  feel  that  they  are  already  securir^g  a  ew  England  Quality  product        '^> 
else  they  would  not  patronize  him.   He  has  ?>  satisfactory  retail  trade  else  he 
would  not  be  spending  the  time  and  effort  incident  to  personal  delivery.   I  do 
not  see  hoxi   such  s.  producer  can  afford  to  pay  much,  if  anything,  for  the  use  -of 
the  label,  nor  do  I  see  how  the  State  can  be  very  efficient  or  helpful  in  super- 
vising or  policing  his  use  of  it.   His  goods  are  never  in  the  hands  of  third  par- 
tues  who  must  defend  or  guarantee  their  aiiality  V7hen  offering  them  to  the  general 
public.   If  there  has  ever  been  an  idea  that  the  us;  of  this  label  ought  to  be  re- 
stricted to  the  producer  who  prepares  his  own  product  in  finrl  form  for  the  ma.rket 
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and  whc  is  'to  assunio  final  responsibility  to-  the  constuner  for  the  Quality  of  the 
goods  received  -under  the  label,  I  feci  confident  that  such  an  idea  nust  bo  aban- 
doned.  If  any  such  theory  is  to  be  maintained  v;e  can  say  enphatically  that  the 
Nev;  England  Mai-ketin^.^  Progrcjn  can  never  ceet  the  needs  of  New  England  agriculture. 
The  very  fact  that  you  are  engaged  in  orgaTiizlng  producers  into  larger  narketing 
units  proves  tliat  you  do  not  intend  that  the  marketing  of  Uew  England  products 
shall  become  chiefly  a  matter  of  peddling  from  producer  to  consuner  and  fron  door 
to  door.  Presumably  there  will  always  be  a  considerable  Quantity  of  produce  so 
marketed  in  Hew  E-ngland,  but  I  take  it  that  if  the  ITew  England  Marketing  Progrpin 
is  successful  it  is  expected  to  result  in  the  development  of  marketing  machinery 
which  will  relieve  an  increasing  number  of  producers  from  the  burdens  of  retail' 
distribution. 

The  label  will  be  of  greatest  vp,lue  to  the  consumer  when  he  finds  it  on  goods 
which  come  to  him  through  the  ordinary  channels  of  trade,  which  he  may  hold  under 
a  degree  of  suspicion. 

For  this  very  reason  the  consumer  must  be  taught  that  the  label  stands  for  the 
same  qua,lity  whenever  found  and  regardless  of  the  price  at  which  the  goods  are 
offered.   Its  value  to  the  merdriandiser  will  lie  in  the  fact  tha^t  it  is  virtually 
the  certifica.te  of  a  disinterested  porty  that  the  ouality  of  the  goods  is  thus  and 
so.   Its  valiie  to  the  grower  must  lie  in  the  fact  that  the  merchandising  of  his 
goods  is  made  easier,  their  movement  to  the  cons-um.er  expedited,  the  necessary 
margins  of  profit  reduced,  the  competitive  position  of  his  product  in  his  home 
market  improved,  and  out  of  it  all  an  increrse  in  the  price  which  he  receives  which 
will  pay  hin  well  for  whatever  care  he  nay  have  trlcen  to  produce  or  prepare  a 
quality  product. 

I  do  not  see  how  official  age-.icies  can  go  further  in  the  matter  than  to  see  to 
it  that  the  a_uality  offered  under  the  label  is  as  prescribed.   Surely  they  cannot 
interfere  with  the  ordinary  competitions  of  the  business  world.   They  must  not 
attem.pt  to  place  obsfecles  in  the  way  of  the  larger  nierdhandisers  or  dealers  on  the 
theory  that  they  are  thereby  helping  the  smaller  units.   Tliis  would  reouire  a 
specific  legislative  mandate  which  is  not  likely  to  be  given.  Business  efficiency 
which  expresses  itself  in  large  scale  opr^rations  should  no  more  be  penr'li!:ed  in 
Kev/  England  than  elsewhere.   If  regulation  of  large  merchandising  enterprises 
becomes  necessary  it  is  almost  certain  to  be  accomplished  through  Congressional 
legislation  dealing-  with  interstate  commerce.   Officiol  agencies,  it  seems  to  me, 
m.ust  therefore  look  upon  the  label  as  a  guarantee  of  origin  and  quality  and 
nothing  more.   They  must  wt   concern  themselves  with  the  extento  which  any  user  may 
choose  to  advertise  it  nor  the  fact  that  go-^ds  sold  under  it  may  be  used  as  leaders 
and  sold  to  the  cons-uraer  for  less  money  than  other  consumers  are  paying  to  New 
England  producers  who  bring  their  products  to  the  door.   In  other  words,  the 
introduction  of  t:ie  label  cannot  be  m.ade  to  change  materially  the  character  pf  the 
competition  between  different  groups  of  m.8rchandisors.  Acceptance  of  this  point 
of  view  will  simplify  the  problem  of  Hew  England  marketing  officials. 

The  cooperative  organization,  on  the  other  hand,  can  go  a  long  way  in  reliev- 
ing the  burden  of  those  official  agencies  responsible  for  the  maintenance  of  ouality 
standards  under  the  label.   Their  own  supervision  of  assembling  and  packing  opera- 
tions is  often  such  as  to  enable  them  to  maintain  any  q-uality  standards  v/hich  may  be 
adopted.   Tliey  usually  hr;ve  a  less  direct  stake  in  the  price  to  be  obtained  for  any 
individual  shipraent  thrn  has  the  dealer  who  p-urchases  in  the  country  and  sells  in 
the  city.   'They  are  therr-forc  not  under  so  great  a  temptfition  to  lower  the  standard 
under  the  label  in  seasons  of  the  year  when  it  is  difficult  to  supply  the  demand 
for  products  of  the  quality  which  the  label  demands.   Tlierefore  it  seems  to  me  that 
the  New  England  Marketing  Program  does  to  this  extent  strengthen  the  hands  of  the 
cooperatives. 
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The  cooperatives  in  turn  should  m^lce   it  their  business  to  sea  that  the  official 
agencies  of  the  State  reouire  the  private  n^^srchandiser  or  the  lar^e  scale  producer 
who  may  be  usin.^  the  label  to  maintain  exactly  the  spjne  standards  which  the  coop- 
erative maintains.   This  .r.eans  that  there  raust  ba  a  sufficient  appropriatio  n  or  a 
sufficient  char.ge  for  the  label  to  employ  ae  gsD.ny  inspectors  as  r?-^.j   be  necessary  to 
supervise  the  initial  use  of  the  label.   If  the  cooperative  finds  >  corr^tin.i  sales 
agency  offering  --ood'o  under  the  label  at  cut  prices  the  cooperative  should  be  able 
to  satisfy  itself  that  the  cut  is  actually  in  the  -orice  and  not  in  the  cuality.   If 
the  duality  u^der  the  label  has  been  maintained  price  cuttim;  is  rr.erely  a  matter  of 
business  corapetition  which,  incidentally,  results  in  a  temporary  benefit  to  the  con- 
suE\er.   The  cooperative  or  the  small  producer  must  not  oxi:iect  the  official  a-.^ency 
to  interfere  in  any  way  with  this  situation. 

Ilev7  England  State  officials  are  responsible  to  the  entire  citizenship  of  their 
respective  states.   Tliey  are  public  servants  and  not  the  representatives  of  the  sel- 
fish or  exclusive  interests  of  any  class.   Their  primary  interest  in  the  New  England 
Marketin;;;  Prof^rm   must  be  in  sti-mlatin.;^  -n  incrc'-^s-^d  production  "nd  flo^.7  of  hi^h 
Quality  standardised  Few  Sn.^lrnd  a-r^ricultur-.l  products  carrying  their  identity  throu.^:;;ilr 
to  the  consumer.   This  is  r.   sound  pro^^rrm  carrying  -.vith  it  a  great  preponderance 
of  benefits  over  disadvant.r-.5es  to  all  those  who  participate  in  it,  assuming  always 
thrt  there  is  in  New  Eny^l-:^nd  a  sentiment  rmon^  cons-oirers  in  favor  of  the  local  pro- 
duct y/hen  it  conprres  favorohly  in  cuality  aad  price  v/ith  shipped-in  goods.   If  we 
are  mistaken  as  to  ths  ex^istence  of  this  sentiment .  the"-  ITcw  England  Marketing  Progrrm 
does  not  become  hopeless,  bu.t  its  pro>^ess  must  of  necessity  be  slo-^er  and  the  pro- 
cess of  winning  consum.er  preference  more  expensive. 

Sales  effort  is  linked  in  the  public  m.ind  with  newspaper  advertising,  individual 
circularization,  and  personal  solicitation.   Tlio  specific  question  which  I  was  asl^d 
to  discuss  in  this  paper  is  the  extent  to  which  the  New  England  Marketing  Progrrm, 
as  officially  laid  down,  m.eets  the  need  for  sales  effort. 

It  might  be  a  fair  ans^.ver  to  say  that  it  la^s  a  basis  for  effective  sales  ef- 
fort rather  tlir.n  fully  meeting  the  need  of  such  effort.   I  cannot  imagine,  for 
instance,  that  the  chain  stores  would  cease  to  advertise  if  thjy  sold  a  l:rgc  part 
of  their  goods  under  the  ITew  En^^land  label.   They  advertire,  by  name,  the  brands 
■of  ca,nned  goods  and  other  proprietary  articles  which  are  already  bast  known  to  the 
public.   Presunr.bly  as  the  Mew  England  label  becomes  recognised  by  Irrger  and  IcTger 
bodies  of  consum.ers  as  a  guarantee  of  acceptable  ouality,  chain  stores  will  be  just 
as  ready  to  advertise  gooils  under  the  ITew  England  label  as  they  are  to  advertise 
Del  Monte,  Sun  Maid,  or  Heinz.  'Jithout  such  advertisin';  it  is  hard  to  see  how  goods 
sold  lander  the  label  coul",  be  accorded  equal  trjrtm.cnt  ivith  competing  products.   And 
it  appears  equally  obvious  that  goods  sold  under  the  ITew  England  label  will  never 
be  given  t>.is  sort  of  treatment  and  this  sort  of  advertising  b'^-  the  chrin  stores 
tmless  they  are  free  to  determine  for  themselves  the  ret'^il  prices  rt  which  the 
goods  will  "le  offered  to  the  consui-.ier ,  which  bringn  us  back  to  the  proposition  that 
those  who  are  responsible  for  issuing  the  label,  p.  omoting  its  use  and  maintaining 
the  quality  of  g- -ids  packed  under  it,  ;mist  religi'v.  sly  refrain  from  czijy   interference 
with  prices. 

The  cooperatives  should  be  in  frr  better  position  th"n  rre  individuol  -oroducers 
to  secure  fixed  prices  extending  over  considerable  oeriods  for  -^oods  under  the  label. 
The  greater  the  consuip.er  dem.and  which  the  m.erchand.iser  develops  for  these  goods,  the 
easier  it  should  be  to  do  this,  but  the  cooperative  will  probably  find  that  the  mer- 
chandiser will  not  consent  to  very  much  re.gulation  or  dictation  concerning  his 
handling  of  the  goods  oi'ter  he- has  T>urchasod  them..   If  the  producer  or  his  associa- 
tion wishes  to  regulate  retail  prices  it  would  seer,  necessary  that  thej'- impke  all 
intervening  m.iddlemen  their  agents  in  the  hrndling  of  the  goods  while  they  them- 
selves bear  the  ultim.ate  risks  of  m.erchandisim;. 


Although   it    is   ;\aido   fro:.-   the   t'^pic  which   I  v;rs   n,s>ei  to   discuss,    I  v,-ill   di/^ress 
n:orel3-  to  note   th.-t    since   this  pro.-:r,'^.Tr.  wc.ri  arra,n.-ed  the  President  hns   c.i,.?;ned  the 
Sill   Senate  102  -  the  Perishable  A.-a-icult-ar-'-l   Corridities  Act  -  under  which  a.ll 
hr.ndler!3  of  fresh  fruits  r'ziz.  vcs^^t^bles  -.Yhose  orjorations  mount   to  the  equivn,lent 
of   tv/ent;/  cr.rlor.ds  .-.  yer,r,   vrhether  as  wh.olosals  dealers^    co:-i~israon  merchants, 
"brokers,    or  retailers,   will  be   conpelled   before  Decer.ber  10  to   secure   licen.3i?s 
fi-o.r,  the   Secrotar;-  of  A^ricultur: .      The  lo.v;  enunerates   several   thin-';:s  which  they 
must   not    do  and  ar.th'"rises  the   Secretary  ■■■■.f  A.":riculture   to   entertain  ".nd   investi- 
;?ate   conpalints,    to   issue  reparation  orders,    and  in  cases  justif yin  -  such  rction  to 
suspend  or  revok.:;   licenses. 

ITith  such  a  system  in  operrtion  producer^.,    and  especially  cooperative  asso- 
ciations of  prr.ducors ,    .:ay  find  it  r.uch  safer   than  ever  before   to  retrin  title  to 
their  ,50-.ds  throu,;;li  one  -^r  two  ad  itional   stops  in  t]-.e  process  of  r.f.rketin5  and 
even  in  so~e  instances  to  r.'"int"in  ov/nership  and  control  until   the    ^o".f:r:   rrc 
actually  passed  over  the  retail  counter  to   the  consUi7.er.      I  ;2;rant   th^t  this  is  an 
entirely  nev    idea  and  that   it  has  been  considered  thus  f-^r  by  fev,    if  my,   riro- 
ducin^  ^groups  or  distributors,   but   it    seo.as  to  r.:e  th-t   conditions  are  rapidly 
developing  :"-nd  nay  be  perfected  v/ithin  the  next   six  aonths  which  will  n?ke  it 
feasible  for  tlie  first   tine   in  our  liistory  for  the    ;;ro-'ers'    association  to   send 
its  tjoods  tlarou<3h  a  vrtiolesaler  or  broker  to  a  nurdoer  of  retailers  all  of  whon: 
operate  on  fixed  ccirirassions  or  char^^es  per  packaa-e  while  the  .,oods  are  finally 
offered  t^   the  cons-oiner  at  prices   stipulated  by  the  producer  or  his  representative". 
Ellis  would  be   direct   n'^rketin;  of   r    typo  ■.7hich  we  h'^ve  not  heretofore  known.      Tlie 
Sfow  3n,;l'nd  Farm.  Market in-^  Pro.:ra':   shoul-"   fit   nicely  int'->   such  a   schene.      In 
fact,    it   seeas  to  to  th' t  th';se  \7ho   rre  d.evelopin,-^  this  pro/;rrn  sh-^uld  consider  the 
advisability  of  pronotin-j;  such  a  sche~g  as  the   surest  Mv^r  of  retainin,^  for  the  New 
Bnaland  producer   the  lar;7;est  possible   share  '^f   the  fin:nci-"l  benefit  resulting 
fr-^n  the   careful   standardization  an-',  unif^rn  labelinr  of  his    ^oods.      If  you  so 
desire  I   shall  be   --^Ird  t"    ^o   into   this  aattcr  in  the  discussion  follov/in,-^  as  far 
as  tina  vdll  perr.it. 
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Dinc-ar,si.-.n  of  Mr.   V/ells  A.    Sh-^rnan's  talk 

A.    I.    MacDougr.ll,    County  A,?riciilt^aral  Aijeiit,    of 
Middlesex  County,   Mrvssaclmsetts 

Stai-.dardizei  .'•rrdes,    prc^orly  packed   in  suitr'.bl:?   cont:-injrs  >' n"!   ;5o   Iroollod  o.s 
to  make   these  r^C'laz  knov/'nto   the  puljlic   is  the   aim     of  the  Hen  En:l'.n:l  niarketinci; 
pro  ;r'  :.\. 

Our   ne-xnjss   t^-  nillions   of   consir/ers  r:.eans   that   our  -.-.arlrotin-^  overhead  ~ust 
he  kept  at   a  r.inir-un.      Our  product,    however,   must  he  presented  t^   the  consuner  in 
such  a  -Aay  that   it   v/ill   appeol   in  corpetition  with  pro'^'-ucts   shipped  in  from  distant 
areas. 

Tnat    n-o;-,Tcsa   is   hein^^-  r-.adc   in   irprovin?  :-arketin-;  conditions  hy  the  lie---! 
3n,:~land  pro;.;r?n;    na-ely,    the  estahiislxr.ent   of  .gro-des  and  the  use   of  the  llev 
England  lo.h.il? 

Sg-gs,  apples  an"  aspara.ius  are  the  i-'.portrnt  products  usin-;  the  1-ahol  in 
Southern  Her'  En.^lrnd  and  for  the  sa'i^e  of  hrevity  -nd  tir-elin:;ss,  the  results 
y/ith  aspojraras  v/ill  he  used  o.s  an  exa.aple. 

The  Middlesex  Asparr..-ius  Associatin  is  nov/  operatin~  frr  the   third   season. 
Sore  of  the   -.-.arks  of  prepress  hrou.^ht  about  hy  this   systen  of  .-.:arkein.i  have  heen: 

1.    Tne  use  of  a  uniforr:;  pack.      Ori-,'inally  the  asparr..:;as  uas   sold  -.vith  the 
bunches  lyin  ■  dov/n  in  the  standard  bushel  box.      It  v/as  decided  to  pack  the  labelled 
aspara^pis   standi.a;T,    as   it   looked  more   attractive   and  reached  the  ultimate   consumer 
in  better  condition. 

P  2.    Tlie  adoption  of  an  attractive  po.ck?';e.      Ori -rinrll^-,    the   standard  bushel  box 

v/as   the  pac?;':a.:e  used.      ?his  packo^-'^o   contained  three   d0E:en  bunches.      A  chan.:;e  i7as 
made  tc   the  t",7o   dozen  crate,   which  is  more  att  .-active,    easier  to  prc''r,   and  I'eeps 
the  aspara;;;us   in  better   condition.      A  paraffin  trc:y  used  v/ith  the  package,   v/ill 
hold  the  water  durin.i  shipnent   :\nd  insurjs  the   arrival  of  thv;  asparacjUs  in  a  fresh, 
unwilted  condition. 

3.    The   neo.tness   and   attractivonees  of  the   individu/.l  bunch.      Such  ninor  things 
as   eveness  of  butts,    close   tips,   unifor"-   size  and  c^lor,   h-'-ve  all    ir-pr^vcd  uidcr 
the   label   syste::;. 

U.    The   grades   and  -lack  as  used,  by  the  association  have  had  a  r  e'.nar''oable   in- 
fluence on  the  cvality  of  aspara--u.s  put   out  "oy  th.T  whole  section.      Rct^ardless  of 
v/hether   the  outsiders  are  usinT  the   la"'ocl,    tliey  o.re   cop3n-n.~  the  prrctices  followed 
by  the   .'.ssociati'-n. 

5.    The  r:.arkct   price  received  has  r^re  thon  justified  the    effort,      livhile   nany 
f .actors  h.?.ve  to  be    considered  i/hen  reference  is  r^adc  to  price,   this  statement  can 
be  made  that:   -  Throughout  the   season  the  price  received  for  the  two  dozen  labelled 
crate  has  e-rualled  the   three   dozen  unlabelled  box. 

Soneone  ~.ay  sry  -   Txiis  would  hove   '11  happened  v/ithout    tl::   u.se   ^f   the  New 
England  label.      Tlie   Old  I'Torth  3rid.-;e   br-nd  v/ithou.t   the  bac>in.r  of   the  Hew  En-rlo.nd 
pro,jr-n  woul '.  have   acco';iplishcd  the   same  purpose.      Is   this   true? 

Tliis   statevient   is   answered  by  statements  m:ade  b'/  the  President    of   the  "ssocia- 
tion   and  the   chairm.an   of   the   inspection  cor.v:.ittee. 

Thechairmo.n  of   the    inspection  comr-ittee   stated:    "The  IT. 3. label  has   a  broader 
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sco_je   than  if.  possibla  V7itl:  ths   rssocir-ti'Ti.      It   'brings  tha  ccnsur-.er  into  the 
field  by  insurin-  hin  that  the  pro^.uct  hr.s  St-^te  p.pprovr.l.      It  op^ns  tho   ".'-'or  to 
any  Few  :5!n -;1  rzi:^.  fr.rr.er,   .'is  the  Ip.bal   is   n,v".il".ble  to  the  isol-tcl  frr   --r  as  v/cll 
0,3  thiso   in  intensive  pnf.uctivc   r.rens.      The    -rnvz   ^f   the  cr^--   r,ol'-  •an'".Gr  strid'.rd 
grr.des,    the  bettor  the  --^.rhot  rail  be.'" 

The  Presi."'.ent  of   the  s.ssncirtiT.i    -nld,    "The  inspection  service   connoctevd  i7ith 
the  Kov/  SUfilf-nd  la'oel    ~ives   stabilit;-   to   otir  v7hole  pro.jrrx:.      The   nrvarhct   cintact 
maintained  li:/  tho  Department  of  A  ;ri cult-are  cannot  bo  equalled  by  any  of  the  reen- 
bers   or   officers  of  tho  association.      Tm.  unbiased  inspection  as  furnished  by 
the  Market   officials   ^ives  stren.^th  t'^   tho   inspection  co:r'ittec   ''f   the   association". 

Tfiiat   is  true  of   the  aspa.ragus  association  is  o.lso  true   of  the  fru.it   cro\7ers 
of  poultryine..;. 

The  pro-;^-rcx.:  takes   care  of  the  sr.all  producer  as  uell   rs  the  lar  ;c  producer; 
the   isolo.ted  far:.,er,    as  well  as  those   in  the   specir.liced  sections.    It  applies  to 
all   tyjes  of  markets  r^id  even  to  the  roadside   stands. 

One  factor  to  rer.e'-ber,   however,    and  th'^t   is  ."lon~-  -vTith  the  !Tcv7  ■^n.o:land 
^iferketinT  Pro -;j.v-l:  on  Grades  and  L-abels,   vo  r.Tust  h'vo  v/holesalers  and  retrilers 
who  believe   in  ITew  En-^iand  products  and  value  the  benefits  of  fresh,    nerjr-by 
produce.      If  volujne   at   terr:..inal  rnarkots,    coupled  r/ith  chain  syste.s,   whether 
wholesale  or  retoil,    thot  vo.lue  car-lnr„d  shipments  with  cu.ick  tv.rn-ovcr,   rather 
than  truck  lords  of  fresh,   local  -:ro-"'uce,    the  value   of  the  ITev;  Zn-lr.nd  label  is  ■ 
lar.Ticly  lost  before  it    'ets   st'^rto"-.      It  -ui-t  r.ove  th--   b-'^.c''~in':  of  the  producer, 
wholesaler,    retailer   '^nd  consuner.      So  far   this  ho.s   been  true   ''f    the   arip;,r^,^3 
marketed  out   of  Middlesex  Cnurity  -^nd  this  "io'-ie-he"rt^  d  co'^per.'-ti  .-n  b^/  all  parties 
concerned   is  Trhat  hrs  rr^a.de  the   venture   a   success    fcod.ay. 
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Discussion  of  Mr.  Wells  A.  Sherman's  Talk 

Sidnej'  A.  Hldwards 
Chief,  Bureau  of  Markets,  Hartford,  Cnnn, 

I  'believs  that  much  of  the  value  of  the  llew  England  Farn  Markstin.5  Progrm 
depends  upon  an  intelli..jent  under str.nding  of  what  it  is  all  about.   It  has  been 
impossible  to  completely  assimilate  the  excellent  talk  which  Mr.  Sherman  has  just 
given  but  I  have  tried  to  ncize   a  few  notes  which  nay  help  to  clear  up  some  mis- 
understanding. 

In  the  first  place,  it  should  not  be  forgotten  that  the  use  of  the  ITew  England 
Qu-ality  Label  is  entirely  optional  and  not  compulsory.  A  producer  V7ho  desires  to 
use  the  JJev^  England  Quality  Label  applies  to  the  Conmissioner  of  Agriculture  for 
permission  a.nd  agrees  to  abide  by  certain  rules  and  regulations  providing  this 
permission  is  ^^^anted.   This  privilege  is  withdrawn  when  it  is  found  thr.t  he  does 
not  adhere  to  the  recuirenonts.  You  can  see  that  this  places  a  different  construc- 
tion on  the  use  of  the  label  than  would  be  the  case  were  every  grower  co'-qpelled  to 
use  it. 

f.    The  second  point  which  I  shoidd  like  to  raise  is  that  the  New  England  Ouality 
Label  is  not  merely  a  guarantee  of  source.   It  is  a  rguarantee  of  a  certain  stan- 
dard of  duality.   Through  an  adequate  inspection  service  there  is  limited  danger 
of  violation. 

During  the  first  few  years  that  this  progrrn  is  in  operation  we  feel  that  we 
are  going  through  a  period  of  educa.tion  and  that  the  bulk  of  expense  of  super- 
vision should  'oe  borne  by  the  various  strte  dep'-xtments  of  agricultur?  concerned. 
As  the  pla.n  becomes  more  generally  adopted  and  growers  have  been  thoroughly  con- 
vinced of  its  commercial  value,  those  benefiting  by  the  plan  will  be  expected  to 
pay  a  fair  portion  of  the  expense.  When  this  time  arrives  New  England  producers 
operating  under  this  plan  will  virtually  assume  the  cost  of  inspection  service 
in  much  the  same  way  that  shippers  are  now  paying  for  shipping  point  inspection. 

The  chief  difficulty  which  we  have  encountered  thus  far  in  the  execution  of 
this  plan  has  not  been  with  the  consLuner  but  rather  V7ith  the  intermediate  agency 
as  represented  by  the  wholesaler  or  retailer.   Conscoucntly,  we  ar.o  aim.in;  in  a 
great  many  cases  over  the  heads  of  the  retailer  directly  t^  the  consumer.  \7c  feel 
that  the  average  retriler's  interest  largely  lies  in  supplying  the  consui-.irr  with 
what  she  wants.   The.  retailer  \7ill  want  to  handle  labeled  products  when  the  con- 
sumer demands  them^. 

The  point  has  been  brought  out  in  Mr.  Sherma.n's  talk  that  in  a  great  many  cases 
where  a  man  is  at  present  retailing  his  products  the  New  England  Label  will  not  be 
of  great  va.lue  to  hin  as  far  as  helping  him  to  m.aintain  his  present  m.arket.   This 
is  proba.bly  true  and  the  ma.n  in  this  position  probably  needs  the  New  England 
C^iality  Label  less  than  any  other  person.   I  would,  however,  like  to  m.cntion  the 
point  that  was  brought  out  by  a  producer  retailer  at  a  recent  meeting  of  our  o:j;p; 
producers.   This  m.an  stated,  that,  while  he  did  not  feel  the  label  V7a.s  particular- 
ly helpful  in  helping  him.  to  maintain  trade  that  he  already  had,  it  was  a  very 
important  factor  in  assisting  him.  to  get  new  business.   I  think  this  man  brought 
out  a.  very  important  point  v/hich  shoul^.  not  bo  overlooked. 

If  the  time  ever  comes  when  large  wholesalers  desire  to  assemble  eg"-s  from 
different  producers  'Tnd  grade  them,  according  ti   st-te  standards  in  order  that  the;,^ 
nay  be  identified  with  the  Nevif  England  Quality  Label,  I  have  no  fear  that  the 
effectiveness  of  the  progrrm  v.-ill  diminish.  As  a  matter  of  fret  such  a  plan  would 
gre;  tly  simplify  the  matter  of  inspection  inasmuch  as  such  an  arrangement  would 
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furnleh  aufficiont  q-ur,ntity  of  product  to  justify  ^.n  inspector  spending*  a  largo 
portion  of  hln  time  at  this  pf'.rticul-r  .-joint  of .  Inspection  r.vA   it  r-.i.f^t   be  ar- 
r'-.a-^ad  so  th' t  the  lr.l)cls  would  hr.ve  to  bo  'attached  by  tho   inspector  ai'tor  ho  hr.d 
sntl3fl^id  himself  thr.t  the  products  i^reded  by  the  wholesr.lor  hr.d  rr.et  the  necessary 
qu'dity  ropulror,.3nt8. 

In  fr.lrnosc  to  -;ur  retailers  in  ,;oncrr-l  I  should  say  that  v/o  fc.-;l  very  nuch 
encouraged  with  tlie  -jrov/in^  interest  which  m-'-ny  retailors  are  t-kinr;  in  this  pro- 
/Jr^^,. 

One  of  our  bi..:  Jobs  is  to  interest  rnorc  fnrv;.er3  in  tho  r/.ntter  of  cooperative 
narkotin.;.  People  for  the  rr.ost  pr.rt  "l.iarn  to  do  by  doin;-"  and  v/e  find  that  where 
a  group  of  Individual  producers  are  following  identical  practices  in  the  natter  of 
fr::radln,^  and  packlnr:  their  products  they  ar«  unconsci'^usly  dcvelopin/^  a  basis  of 
doslro  for  cooperative  action  alon/^  th.^no  lino?.  In^'i vi. durl  producers  thus  cn- 
co\ira;?;Qd  in  off illatin/T-  with  a  i^^ood.   subst'^ntL-'l  cooperative  nrr>ctin?:  ori;?"'nization 
ouch  as  we   have  in  Connecticut  !na>e  loyal  nor.i.b3rs.   I  It.'^i-'  this  is  true  becauao  we 
have  a  lar.;^o  number  of  independent  a-r/;  producers  v/ho  up  until  last  year  did  net 
Boe  tho  value  of  linin-;  up  with  one  of  the  .poultry  cooperatives.   They  founi  out, 
however,  that  the  Vv'ork  entailed  in  ^:;radin7;,  packin/s  and  satisfactorily  disposin..;; 
of  the  (graded  product  involved  much  tlno  •.vhich  could  be  profitably  spent  in  in- 
crcaain;  the  slzo  of  tho  production  nido  of  their  buninc--s  rmi   they,  of  their 
own  accord,  sou^-^ht  monborship  in  t/ie  cooperative  in  order  to  apond  their  tine  to 
best  adv-nta/^o.   I  bolievo  th-t  tl'oy  acted  wir.ely. 

In  thin  ;vatter  of  stir.mlatin':  pove  interest  ir  coopcrL.-^.i  /  ..iarkct:.r.-,.   I 
believe  th.'vt  any  plan  such  ns  th::  llnv  '^n/rlan I  I'a.rr;  i.larVc  tar,.;  rvO;';r-rr  *j'-.:l -.'  en- 
coura.~es  .'jroup  rction  in   vory  icportrnt^ 
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L.  A.  Bevfii,  Chief 
■  3-ureau  of  Llfrkets,  Boston,  Mass. 

She  movement  to  use  the  Hew  England  label  to  identify  local  proaucts  of  cuality 
is  ne'/7.   Being  in  fact  of  such  recent  ori.^jin,  it  is  a  novelty,  end  therefore  re- 
ceiving special  attention. 

It  falls  to  the  Division  of  Markets  in  each  state  to  pupervire  tho  use  of  the 
label  a.nd  to  be  sure  that  products  carrying  the  label  are  up  the  the  specified 
grades.   Within  our  respective  state  borders  on  our  ovn  products  this  work  is 
receiving  careful  attention  but  the  products  themselves  pay  no  attention  to  state 
lines. 

For  in?.t?.r.ce,  last  Thpjnksgi-'/ing  time  ?,nyone  visiting  the  ste.lls  in  Faneuil 
Hall  mai-ket  would  have  seen  turkeys  carrying  the  liew  "^iigland  Ipbel  from  at  least 
three  I'lew  En-;;land  States,  -  Verm'^nt,  Shode  Isl-'^r.d,  rnd  Vass-^chuset t---.   Under  our 
present  conditions  with  limited  pertonnel  on  inspection  v/ork  I  would  venttiro  to 
say  that  not  rll  of  these  turkeys  had  been  inspected  at  the  farm. 

A  little  later  in  the-se",son  in  the  same  district  could  be  found  Icbelled 
apples  from  Uev?  Hampshire,  Maine,  ".nd.  Massachusetts  and  agrin  I  doubt  if  those 
particular  rpples  seen  at  rny  one  d.ry  on  the  mrrkct  had  been  inspected  at  the 
shipping  point.   At  present,  on  account  nf  the  friendly,  relations  existing  .?miong 
the  Uew  England  stat:.s,  wo  h'.ve  had  no  tr-uble  rbout  checking  up  prod\icts  originp.t- 
ing  outsile  of  the  states  where  sold.  Any  question  of  improper  use  of  label 
being  seen  in  Boston  m^arket  on  outside  products  by  Mass-.chusotts  inspectors  has 
bean  adequately  handled  hy   referring  the  particrilar  case  to  each  state  Diidsion 
of  Markets.   I  have  laiown  instances  of  men  y-'ho  lived  in  another  state  to  call  up 
a  Boston  comm'lssion  merchant  and  sa.7  he  had  some  A  grr.do  product  to  send  him.   On 
being  questioned  as  to  whether  the  product  was  just  niLarked  A  or  -jas  marked  A  s-nd 
really  meant  to  be  lived  up  to,  the  grower  said,  "\71iat  do  I  care  if  it  gets  across 
the  state  line,  ii"    one  can  touch  it." 

But  io  this  not  just  a  tem.porary  method  of  handling  tho  situation?  V/'ould  it 
not  be  better  to  plan  now  for  a  ITew  Snglr;r.d  system  of  inspection,  possibly  by 
usin^  U.  S.  inspectors  or  'oy   some  other  method  in  o:'der  to  uphold  the  integrity 
of  the  label?   Oar  system  in  the  njar  future  may  need  inspectors  v/ho  can  work  in 
all  the  larger  markets  in  He',.'  England  p.nd  perhaps  Ue-;  York. 

Good  supervision  of  l-'.bell^d  products  Tia.y  help  rjiswer  th.e  riiention  as  to  the 
value  of  the  label.   Last  week  mjj-  office  started  inspecting  strawberries  in  the 
Frlm-uth  district  on  C-pe  Cod  rnd  after:  a  feirV  days  use  of  the  label  the  cuestion 
crme  frrm  the  farmers,  hov;  does  the  label  work  'ait,  how  much  more  are  crates  of 
strawberries  sellin^^  for  under  the  label  tho.n  crat-.s  without  the  label. 

l-         In  other  words,  it  vas  an  eoqvrer.sir.n  cf  the  ouery  "Does  gradin<:  poy?"   .'.'hen 
I  have  looked  for  facts  to  answer  the  farmer  with  on  this  -question,  I  realised 
too  many  timer;  that  I  had  no  satisfactory  answer.   Sometimes  I  feel  a.s  if  we  had 
told  the  frxmers  that  they  should  grade  all  of  their  products  rii  the  time  for  all 
market -=  and  when  they  hrve  not  done  it  we  have  \^-onder'-"d  why. 

There  seems  to  be  two  parts  of  this  cuestion  -  does  grading  pay.   One  a  farm 
ma ixigem;: nt  problem,  involving  the  amount  of  labor  and  other  costs  necesscary  in  the 
process  of  gr.ading,  and  the  other  an  analysis  of  market  prrcticos  and  prices  to 


study  the  difference  in  returns  for  different  grades.   In  some  states  I  iDelieve  a 
joint  project  could  be  arranged  X7ith  the  divisions  of  markets  and  the  ajpricultural 
colleges  to  et  a  definite  a,nswcr  to  this  pressing  question. 

Last  \7eek  a  ma-n  came  to  me  a.nd  said,  "I  sea  you  haven't  sold  many  more  aspara- 
gus lalsels  this  year  than  you  did  two  year  a,go."  His  inference  "being  that  the  num- 
ber of  labels  sold  vculd  be  the  measure  of  graded  products  g'^'ing  to  market.   I  be- 
lieve careful  consideration  of  the  ruDstion  would  lead  one  to  say  that  the  use  of 
the  label  would  be  a.n  indication  of  our  gra.ding  progr^'^m  b^it  not  the  measure. 

Groups  of  farmers  and  individuals  who  grade  their  product,  identify  it  and 
give  satisf actio n to  their  customers  are  actually  carrying  out  the  purpose  of 
the  New  England  quality  label  even  though  they  may  not  u.se  the  label  itself.   Of. 
course  a  unified  progrpjn  with  many  people  working  for  its  success  v/ill  mean  quicker 
progress,  but  x;e   must  still  realise  tlir.t  the  ouality  produ.cts  label  may  be  but  the 
yeast  that  leavens  the  lump.   The  addition  of  the  iJev;  Englrnd  label  on  private 
association  brands  can  be  fostered.   This  v;ill  enable  the  private  brrnd  to  retain 
its  local  i\DX£.e   but  still  rive  an  official  grade  to  the  product. 

So  far  v/e  have  used  the  grades  with  our  label  for  both  -holesale  and  retail 
units.   We  have  felt  that  to  maJ-ce  re^l  progress  our  identification  should  reach 
the  consumer  and  so  our  la.bel  is  on  egg  cartons,  aspara-gus  wrappers  and  celery 
wrappers.  But  on  potatoes,  apples,  and  some  other  products  ',7e  have  no  pres.nt 
means  of  crxrying  the  grades  to  the  consijimer.   The  question  naturally  arises  then 
as  to  whether  the  consumer  recognizes  whr.t  we  call  grades  a,nd  as  to  just  how  she 
bases  her  measurem.ent  of  ouality  in  buying  food  products.   On. this  question,  as 
on  some  others,  we  need  the  combined  efforts  of  all  agricultural  agencies,  the 
research  and  extension  departments  of  the  colle.res,  and  the  U. S.D.A.  working' vvith 
our  departments  of  agriculture  to  gather  facts,  pl:.n  our  progran:  and  present  it  in 
the  right  manner. 

Any  job  to  be  done  well  must  be  riven  to  someone  whose  main  business  is  to  do 
that  particular  piece  of  work.   At  pras:^nt  the  n.arkcting  pro.rrrm  is  headed  up  by 
the  comrr.issioners  of  agriculture  a  tI.  directly  in  charge  of  the  Division  of  Markets. 
Even  being  modest,  I  think  we  can  say  that  we  have  mr'.de  some  hea.dwajr,  but  if  the 
v/ork  progresses  ten  or  even  a  hundi'od  fold  a.s  night  bo  the  case,  I  can  see  where 
the  marketing  officials  will  be  pretty  v/ell  tied  up  v/ith  one  phase  of  the  project, 
and  thr.t  is  in  inspection  a.lone. 

If  we  get  to  thrt  point  we  should  have  some  organiza,tion  or  person  ready  to 
look  after  the  -larger  aspects  of  orgrnization,  advertising  and  merchandising  vho 
ca.n  devote  full  attention  to  it.  TJorking  up  special  campaigns  on  publicity,  use 
of  special  paclc^.ges,  '-organizing  the  genral  policies  may  mean  too  many  extra  jobs 
for  those  who  have  charge  of  the  work  at  present, 

I  believe  if  the  futue  possibilities  of  our  w:;rk  co-iold  be  properly  outlined 
that  v/e  could  get  the  help  we  need  to  grow  with  our  progran,  and  not  be  uttirly 
swarnped  as  has  occn   the  exiDorience  with  some  states  who  have  atten-'ted  to  dev>3lop 
simdlar  movements. 
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By 
Dr.  F.  3,  Bomberger,  Assistant  Chief,  Division  of  Cooperative  Marketing 

Federal  Farm  Board 

In  considering  the  sitxiation  of  the  American  farm  to-day  one  is  bound  to  keep 
constantly  before  him  the  fact  that  conditions  affecting  aTriculture  in  America 
have  undergone  tremendous  changes  in  recent  years.   This  thovught  ma.y  best  be  il- 
lustrated by  a  comparison  between  the  conditions  on  the  f.'rrm  forty  years  ago  and 
now.   In  those  early  df.ys  there  was  first  of  all  isolation,  which  v;as  the  back- 
groimd  and  setting  of  the  whole  picture.   This  meant  a  lack  of  means  of  communica- 
tion, or  of  travel,  or  of  trans-oortrtion,  except  within  very  restricted  limits. 
Tliere  was  a  dearth  of  nc^.vspaper  or  magazines  to  lift  the  rural  cenison.out  of  his 
rut  of  provincialism.   Ther3  was  also  a  prevailing  inferiority  complex  which  mp.de 
rural  people  the  butt  of  the  city  nc\7spaper  or  the  theatrical  satirist.  Ho  bur- 
lesque of  rural  manners  was  too  gross  for  the  taste  of  the  superior  cousins  who 
had  long  since  forsaken  rural  life  and  now   lived  the  bright,  ersy,  cultured  life 
of  the  cities.   It  was  no  wonder  that  young  people  living  in  rural  districts 
looked  longingly  at  the  smarter  existence  led  by  their  urban  coitsins. 

Moreover,  there  was  an  economic  system  tha,t  tended  to  make  these  conditions 
static.   The  rural  community  only  a  few  short  years  a,go  was  practically  self- 
contained  an:",  s^lf-sustcining.  Production  was  al  nost  wholly  for  local  conr^umption. 
The  grain  that  was  grown  in  the  fields  Tsras  hrtiled  to  the  locrl  mills  rnd  there 
converted  into  flour  and  that  flour  -Tas  bdced  into  bre'd  in  the  local  homes  or  in 
the  local  balcery.   If  r  steer  was  slaughtered  the  meat  was  sold  and  consumed 
locally.   Tlie  hide  wrs  taken  to  the  locrl  tannery  rzid.   there  converted  into  leather — 
that  leather,  in  turn,  was  man\if rcturod  by  the  local  shoemaker  or  harness  mrker 
into  boots  rrA   shoes  or  saddle^,  h-^rness,  etc.,  as  local  conditions  demrnded. 
Crerm  from  the  milk  was  churned  on  the  farm  or  in  the  locrl  creamery  rnd  consumed 
largely  in  t"a.;  towns  or  villages  nearby. 

Such  illustrr.tions  migl:it  be  multiplied  indef i^iitely.  Enough  has  been  said  to 
show  that  to  a  lp,rge  extent  the  rui'^l  community  was  economically  independent  of  the 
city  and  to  a  considerable  de:;r  e  out  of  touch  v/ith  it  —  it  was  jealous  or  suspi- 
cious of  ,:iiy  ido'"  em.rna.ting  from,  th.-t  source.   Everj'^jhere  v/rs  in  evidence  a  settled 
conviction  that  the  city  and  coujitry  were  by  nature  set  over  against  each  other  and 
there  was  no  hope  that  they  would  ever  bo  any  more  Mndly  disp''sed  toward  e-ch  other. 

Such  was  the  condition  v/hen  suddenly  therj  crine  a  revolutionary  tr^nsf orma.tion. 
Vfithin  an  incredibly  short  time,  due  to  th:  most  astonishing  industrial  revolution 
the  world  ho.s  ever  witnessed,  the  older  order  in  the  country  changed.   The  inven- 
tion and  practical  application  of  the  telephone,  the  auton:obile  "nd  the  radio,  the 
adaptatiii  of  the  grs  engine  and  el.:ctrical  po-.ver  to  the  t."sk  nf  lightening  the 
labor  lo.',d  on  the  farm  and  in  the  frrm  home,  the  dcvelo-oment  rnd  dissecin-tion  of 
nev.'spaperc  ahd  nationo.l  magrzines  and,  finally,  the  sepan'otion  of  production  area.s 
from  cons-jmption  points  —  rll  those  together  have  effected  grc:"ter  economic  social 
and  psychological  changes  in  rur'- 1  life  -within  a  few  decades  th'n  had  occurred  in 
several  cent'uries  before  that  time. 

Today  the  isolation  of  the  couaitry  has  been  eliminated.   Tnc  automobil.  has 
annihilated  distrz:ce.   Tne  freer,  who  form.erly  because  of  poor  roads  and  limited 
means  of  locomotion,  rarely  traveled  beyond  a  limited  distance  from  home,  no'.v 
finds  his  horizon  practically  unlimited.   He  may  run  up  to  the  city  and  get  back 
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before  dinner  time,  or  he  can  spend  the  day  in  purchasin,c!;  clothing  that  makes  him 
look  as  much  like  his  city  cousin  as  s,  t'.?in  brother.  \Then  it  is  considered  that 
one  out  of  every  six  or  seven  persons  dv;elling  on  fr.rms  has  an  automobile,  it  means 
that  on  an  average  every  one  and  one- tenth  family  has  at  command  a.  means  of  travel, 
which  in  comparison  with  the  old  horse-drawn  vehicle  is  a.s  maxvelous  as  was  the 
magic  carpet  of  Bagdad. 

The  telephone  brings  Uev;  York  or  San  Francisco  nearer  to  the  f'rner  than  v/as 
Slocums  Corner  in  the  next  township  forty  years  ago.   Over  the  radio  he  can  listen 
to  the  sviae   music,  oratory  or  jazz,  that  delights  or  disgusts  his  city  cousin.   Im- 
proved communications  extend  Sroad-.7ay  froir,  the  Atlantic  to  the  Pacific.   'The  srjne 
brands  of  cigars,  the  srine  stylos  of  collars,  same  models  of  hiT.ts,  gowns  or  shoes, 
the  saTiC  razor  blades  or  lipsticks  are  equally  accessible  to  the  citizens  of  Port- 
land, Maine  or  Dead  Man's  Gulch  in  Arizona. 

On  the  other  hand,  the  development  of  our  industrial  organization,  has  opened 
a  constantly  widening  gap  betv/ecn  production  areas  and  consumption  points.  The 
shoes  you  are  wearing  were  niade  in  a  factory  where  thousands,  if  not  millions, 
of  pairs  are  r/iade  in  a  single  year.   The  leather  of  which  they  are  made  was  tanned 
from  one  of  thousands  of  hides  in.  a  single  tannery,  perhaj>s  hundreds  of  ciles  .'';7ay 
from  the  shoe  fp.ctory.   The  hides  themselves  grow  on  tho  brcks  of  animals  that  rorm 
the  wilds  of  Wyoming,  the  prairies  of  Texas,  or  the  Prmpas  of  Argentina.  The  food 
supply  of  Uew  York  is  carried  on  an  avera^u  nearly  two  thousand  miles.   In  1926 
over  one  million  carloads  of  fruits  and  vegetables  were  hauled  an  average  of  near- 
ly fiftopn  hundred  miles.  Porty-two  per  cent  of  the  entire  fiuit  and  vegetable 
production  of  California  travels  throe-thousand  miles  to  eastern  m.arkets,  all  of 
which  goes  to  prove  that  the  world  has  thrust  itself  between  the  production  and 
consTjmption  of  agricultural  carr.:ocities. 

The  sa.:e  industrial  revolution  has  resulted  in  the  removal  fro.j.  the  hom-e^  of 
Tiany  processes,  vyhich  within  a  very  recent  period  were  a  regular  part  of  fa,rm  home 
life.   The  following  is  a  list  of  processes  which  hpve  been  wholl"/  rer.oved  from 
the  farm  home,  or  greatly;  simplified  in  these  latter  d^^'s:   Canning,  preserving, 
butter  making,  meat  p-^.cking,  baking,  ra.shing,  ironing,  scouring,  spinning,  weaving, 
knitting,  sowing,  tanning,  candle  making,  and  brewing. 

This  saiT.e  process  of  evolution,  nr  revolution,  that  has  been  substituting 
machine  processes  for  hand  work  in  home  activities,  or  has  lifted  these  activities 
completely  out  of  the  home  and  into  the  realm  of  m.anuf acturing,  has  in  like-  mmnor 
bee  1  tr^.nsf orming  tho  method  of  performing  farm  operation';.  Farm  miachinery  has 
rendered  the  farmers  job  less  laborious  and  at  the  same  tiro  it  has  incraa.sed 
his  efficiency.   In  the  Kansas,  Oklalionr,,  Texas  territory,  in  192S  roro   than  thirt;/- 
three  thousand  harvester- thresher  combine'"^  were  operated  with  a  saving  of  from 
fifteen  to  twenty-one  contc  -oer  bti.shcl  in  their  operations.   Tliis  v;as  a  remarkable 
achievement  in  itself  but  v.dien  it  is  noted  that  the  us  of  these  miachines  obviate 
the  necessity  of  bringing  into  the  region  a  horde  of  roving  harvest  hands  with 
appetites  like  swarms  of  locust  th:t  infested  E.gypt  of  olc.,  it  will  be  obvious  that 
the  f  .-Tm  women  of  the  wheat  section  were  relieved  of  v;hat  was  perhaps  the  most 
trying  experiences  of  their  farm  life.  With  tr.-.ctor  drrwn  rcrpers  and  threshers 
cutting  and  threshing  the  grain  at  one  operation,  practically  no  labor  addition  to 
the  farm  or  to  the  frrm  household  was  necessary  rnd  the  f-rm.  women  took  ^nothcr 
step  towards  e:.uincipation  from  drudgery. 

Tliere  are  just  a  few  circum.strnces  th---t  tend  to  c-phasize  the  f"ct  that  farm 
people,  as  well  as  city  people,  are  living  in  an  age  that  is  characterized  by 
wholesale  and  rapid  change  inthe  sti-ucture  of  our  soclr.l  and  economic  life.   Farm 
people  for  long  periods  led  an  existence  that  v/as  com.paratively  static  and  today 
their  life  is  kaleidoscopic  in  its  tendencies  to  sudden  chrnges. 
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Consider  then  the  individur.l  f  rrner  .^confronted  T7ith  conditions  ps  they  exist 
todr.y  --  ii-dividuf  US'-  he  is  helpless,   ^he  ';7hole  situation  crlls  for  cooperation 
?jiong  producers  in  order  that  collectively  they  may  piny  en   appropriate  part  in  the 
drama  of  -nodern  economic  existence.   The  necessity  for  cooperation  is  roade  all  the 
more  evident  by  reason  of  the  present  econorr.ic  status  of  agri  cult -ore.   It  is  no 
secret  tha'^  the  'Torld  War  unsettled  the  econonic  balo.nce  of  the  whole  nation  and  the 
balance  has  rcr.ained  since  the  war  against  agriculture.   Since  1920  the  purchasing 
power  of  the  farrier's  dollar  has  ranged  fron  sixty-five  cents  to  around  ninety  cents 
where  it  is  at  the  present  tir;e.   This  is,  in  fact,  the  herrt  of  the  so-called 
"agricultural  problem". 

Let  us  look  at  the  forces  which  br0ugl.1t  about  these  conditions.   Yulien  all  of 
Europe  was  engaged  in  a  colossal  warf  o,re ,  Ariorica  wrs  the  only  -r-ctical  s-^urce 
of  agricult-arrl  supplies.   In  consequence,  while  Anerican  prrticipati'-'n  in  the 
war  lasted,  agriciiltural  production  in  this  country  wrs  -accelerated  tO'  a  decree  that 
was  wholly  undroaned  of  prior  to  thr  t  tirr.e.   Not  '--nlv  did  v^-e  cx;")and  our  agricul- 
tural plant  but  we  vastly  increased  our  productive  efficiency.  "Then  the  Ai-rJ-stice 
suddenly  ended  the  war  in  ITovenber,  1913,'  we  fo-ond  our;;clves  with  productive  mach- 
inery working  overtime  mi.  producing  at  a  rate  that  was  far  away  beyond  our  national 
requirements;  but  the  cessation  of  the  war  released  vast  stores  of  agricultural 
products  which  had  accurrulated  in  Argentina,  Australia,  Egypt,  India,  and  elsewher ■ 
throughout  the  globe  and  the  -availability  of  shipping  relersed  from  carrying  troops 
and  Qunitions  from  America  to  HJurope,  mode  it  possible  to  i'lrce  these  supplies  of 
agricultural  commodities  in  Europe  at  prices  f-~r  below  the  cost  of  producti'in  for 
them  in  America.   'There  resulted  irum.edirtely  a  collapse  of  agricultural  prices  in 
this  country,  frequently  alluded  to  as  the  "deflation  of  agricultxiro".  Actually 
the  "farm^  problom."  in  1920  was  as  it  is  now  —  the  cuestion  of  what  to  do  with 
unremunerativc  surpluses  of  agricultural  coni-.;odities.   Imi-mediately  there  began 
throughout  this  country  a  coj.paign  for  farm,  relief,   .'ifter  nearly  ten  years  of 
agitation  the  Congress  in  June,  1929,  enacted  into  law  the  Agricultural  Marketing 
Act,  T/hich  is  the  statute  under  which  th^e  Federal  Farm.  Soard  is  fu::ctioning  today. 

In  the  discussion  of  the  Agricultural  Marketing  Act  and  the  work  of  the 
Federal  Fr-rm.  Bocrd  thereunder,  I  v/ant  to  emphasise  the  fact  that  the  Act  r,s  it 
stands  on  the  statute  book  represents  a  compromise  of  conjflicting  views.  Perhaps 
an  'onder standing  of  this  view  will  serve  to  e?5)lain  why  there  are  so  miany  critics 
of  the  law.   It  seldom,  happens  that  a  com.prom.isc  is  satisf actor:/  to  everybody. 

rn3  Agricultural  Marketing  Act  first  of  all  declares  it  to  be  the  policy  of 
Congress: 

(1)  To  plrce  agrici\ltur e  on  a  bo.sis  of  cconomJ.c  equality  \7ith  other 

industries. 

(2)  To  prom:Ote  the  efficient  mierchandising  of  agricultural  comv.odities. 

(3)  To  stebilizc  the  currents  of  comrr.crce  in  marketing  agricultural 

com-modities. 

It  will  be  seen  that  in  this  doclnj-rtion  of  policy  Congres?.  goes  to  the  heert 
of  the  "farm,  problem.",  because  it  has  been  the  lack  of  economic  aurlity  with  other 
industries  that  has  caused  m.ost  of  the  injury  and  los'ies  that  h"ve  fallen  upon 
agriculture  since  the  end  of  the  World  '7ar.   In  uendertaking  to  prom.otc  efficient 
marketing  of  agriculturrl  comre.odities  the  Congress  evidently  had  in  m.ind  the  re- 
port of  the  Com.'.iissicn  apipointed  by  President  Hoover  L'hen  he  was  Secret'ry  of  the 
Department  of  Com.eerce,  which  after  a  careful  investigation  reported  that  in 
Am,erica  there  is  an  annual  waste  of  eight  billions  of  dollrrs  involved  in  the 
distribution  of  comje.odities.   It  was  evidently  the  intention  of  the.  Congress  that 
insofar  as  si.:ilrx  waste  in  the  m.erchandisine;  of  agricultur'l  com.modities  existed 
it  should  be  elim.inated  through  improvem^ent  in  the  marketing  system.   In  irider- 
taking  to  stabilize  the  currents  of  com.:".erce  in  ogri  cultiarrl  co.mmoditief  the 
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Congress  must  hpve  considered  the  possibility  of  providing;  some  plan  wherety  six 
million  producers  of  agri cul turr.l  commodities  mi^lit  avoid  the  sa,les  competition 
that  res^ilts  w:-.en  each  producer  as  an  individurl  offers  his  product  to  the  market 
without  ref.u-ence  to  Vnat  the  other  millions  of  his  follow  producers  a-e  doing  at 
that  time. 

In  order  to  at.tain  the  thrr:e  results  included  nithin  the  declaration  of  policy, 
the  Agricultural  Marketing  Act  lays  upon  the  Federal  Farm  Board  two  mpjidatos: 

(1)  To  promote  the  ostatlishment  rnd  finr-.ncing  of  a  producer-owned  and  pro- 

ducer-controlled system  of  cooperative  marketing  of  agricultural 
comrnodit i o  r  ,  and 

(2)  To  aid  in  preventing  and  controlling  surpluses  of  agricultural 

commodities. 

In  approaching  the  solution  of  the  "agricultural  prohlom",  in  order  to 
restore  to  agricultur.:.  economic  parity  to  other  industries,  it  has  heen  a:^parent 
that  there  arc  three  main  objectives: 

(1)  To  prevent  competitive  soiling  on  the  part  of  prodticers. 

(2)  To  "dapt  the  flov,'  of  commodities  to  market  reruiremcnts. 

(3)  To  stabilise  -roduction. 

It  is  to  the  credit  of  the  Congress  that  in  enacting  legislation  to  bring 
about  economic  relief  to  agriculture  it  made  cooperative  marketing  the  principal 
machinerjr  by  which  the  solution  of  the  problem  might  be  arrived  at.   It  is  obvious 
that  only  through  cooperative  mrrkcting  of  frrm  :-)roducts  c^n  competitive  selling 
on  the  part  of  individual  producers  be  prevented.  A  review  of  the  economic 
situation  which  served  as  the  background  for  this  discussion  shows  that  under 
present  economic  conditions,  where  markets  are  supplied  from  world-wide  sources, 
individual  selling  on  the  part  of  producers  is  merely  multiplying  competition. 

Moreover,  the  need  for  ."dn.ptation  of  the  floi?  of  comjnodities  to  market  re- 
quirements :Xiid.   market  demonds  sh'^ws  the  necessit]/  for  the  cooperative  organiza- 
tion of  pjroducors.  '.Tith  producers  from  the  four  corners  of  the  globe  directing 
their  products  blindly  at  the  markets  of  the  world,  it  is  inevitable  that  there 
shall  be  times  wh.en  markets  will  be  glutted,  ■with  resulting  demoralization  of 
prices,  while  "t  other  times  there  will  be  corresponding  periods  of  scarcity  in 
which  the  cons'umer  is  compollod  to  pay  prices  unnccer-sarily .high.   Cooperative 
organization  provides  mrchinery  whereby  competitive  trailing  is  prevented  and  the 
stabilized  flow  of  products  to  market  may  be  brought  about. 

At  the  outset  the  Farm  Board  devoted  a  largo  part  of  its  attention  to  the  task 
of  promoting  cooperative  marketing  :^,mong  producers  of  agricultural  commodities. 
The  problem  of  developing  a  producer-ovmed,  producer-controlled  marketing  system 
was  not  so  much  a  matter  of  organizing  new  cooperatives  as  it  was  the  trsk  of 
coordinating  existin,--  cooperatives  on  the  basis  of  unified  m.arketing  progrrjnsc 
In  this  country  there  arc  m.ore  than  12,000  cooperative  business  associations  of 
farmers  withs  membership  in  excess  of  2,000,000  and  hrndling  rgriculturrl  commo- 
dities annually  valued  at  two  rnd  one  half  billion  dollars. 

These  organizations  repre-ent  the  efforts  of  the  farrrers  in  the  past  to  gain 
control  of  their  mrrketin;  system,  to  follow  their  products  into  the  markets  and 
to  secure  for  the  producer  the  profits  accruing  from  the  handling  of  the  comnodi- 
ties.   Most  of  these  12,000  cooperative  associations  are  located  at  local  country 
snipping  points.  ;,ith  certain  notable  exceptions,  the  cooperative  movement  in  the 
United  States  has  no'u  carried  a  largo  volume  of  business  into  the  terminal  markets. 
Before  farmers  can  mrke  their  cooperatives  really  efficient  and  effective  it  is 
necessary  that  their  activities  exter.d  to  the  terminals. 
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Under  the  very  broad  po:7ers  granted  to  the  Board  by  the  Agricultural  Marketing 
Act,  vast  progress  has  been  made  in  develo^-jing  plruis  for  marketing  on  a  truly 
national  scale.   Time  does  not  poririt  a  detailed  review  of  the  work  of  tho  Board, 
but  you  are  not  unaware  of  thp  fact  that  under  the  leadership  and  with  the  advice 
and  asaiatance  of  the  Farm  Board,  systems  of  cooperr.tivG  marketing,  involving 
national,  regional  and  local  cooperative  units,  have  been  established  for  cotton, 
grain,  wool  and  mohair,  livestock  and  beans.   Similar  plr.ns  for  other  agriculturrl 
commodities  are  under  consideration.   It  is  re?sona,ble  to  assume  that  if  the  pro- 
gram of  the  Board,  as  already  outlined,  is  permitted  to  continue  without  interrup- 
tion, we  can  look  forward  to  the  time  v/hen  farmer-owned  ond  f rrmer-controlled 
systems  of  cooperative  marketing  of  the  various  agriculturrl  comir.odities  produced 
in  this  country  shall  be  operated  in  the  direct  interest  of  the  farmers  of  America. 

However,  in  spite  of  this  splendid  progress  that  has  been  made  ^n  the  develop- 
ment of  cooperative  organisation  and  in  spite  of  the  still  further  pro-^ress  which 
is  promised  in  the  near  future,  it  is  evident  that  ^der  present  conditions  it  is 
practically  futile  to  expect  cooperative  organizations  to  bring  about  much  improve- 
ment in  the  present  condition  of  agriculture  unless  at  the  sp.me  tine  some  method. 
shall  be  devised  whereby  production  may  bo  stabilized  and  adapted  to  the  require- 
meAts  pf  the  market.   The  Farr;  Bor.rd  has  been  from  the  beginning  of  its  existence 
<i^9?ly  interested  in  the  development  of  cooperative  orgr.ni  sat  ions  but  it  is  not 
b^lnd  to  the  ff'Ct  that  unless  and  unttX  the  produoors  through  orgrnization,  or 
Otherwise,  are  able  to  formulate  and  carry  out  a  pT0gr'.n  of  production  stabiliza- 
tion, much  of  the  efficacy  of  cooperative  ri^Tketin^  Is  bouiid  to  bo  wasted. 

In  a  recent  radio  address,  Mr.  James  C.  Stone,  Vico-Chairman  of  the  Federal 
Farm  Board,  made  the  follo\Ying  statencnt: 

" •no  student  of  the  present  agricultural  situation  will  deny 

the  fact  th'.t  soae  aethcd  or  system  of  prevention  or  control  of  agricultural  sur- 
pluses is  indisponsablij  if  the  benefits  of  cooperative  marketing  are  to  materialize. 
It  is  absolutely  essential  that  production  progr-i^.s  %c   cordinated  fyith  mr.,rket 
requirements  md  demand.  ■       ^   ■ 

•» 

"It   is  in  view  of   ^Ms  ^-act   that,    in  recent  months,    the  Federal  Farm  Board 
has  been  directing  itq  ;f,ttontio  n  to  the  stabilisation' of  pro-'uction  of  vf^ious 
agricultur-l  corEodJtiee.      The  Borrd  is  alive  to  the  fact",    tpcX   in  the  case  of 
practically  every  agricultural  con-nodit;^,   there   is  a  s^plus-'pf  production  or  such 
a  surplus  is  imminent.      I;a  conseouonce,    the  Federal  Fa^n  Bor.M  is  urging  that  pro- 
ducers of  spring  wheat,    f)f  cotton,    of  early  potatoes    c^  tobacco  rnd  of  othe* 
commodi-ties,   rAapt   their  jila-nting  plans  to  market   reaiiifcmentjfe, 

"As  the  representative,    ospecially  of  the   tobacco  industry,    I  feel   a  keen  in- 
terest  in  the  present  markcl;   situation  as  regards  that   crop.      In  vie-w  of  this 
responsibility,    I   trke  this  .opportunity  to   say,    in  no  uncertain  terras^  tha.t    in  ny 
judgment,    the  tobacco   gro\7ers,    if  they  persist   in  appareiit*  present   indentions   to 
plant   tobacco  for  the  I93O  crop,   will    surely  bring  diaaste/upon  themselves. 


13^ 
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"the  farm  Board  knows  that  pre?3ont  conditions  did  not  develop  over  ni  rht  and 
they  ere  fully  aware  that  they  cannot  be  cured  in  a  day.  They  are  convinced 
that  the  first  step  to  be  t-Jccr.  is  to  brin.-  production  sonewhat  .-aore  Into  hamony 
witn  mcxket  recuiremeats,  and  ^hey  are  equally  certain  that  the  growers  rmst  act 
to  save  themselves. 
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"Is  there  anythinc:;  imror-sonr-ble  r.bout  that?   If  the  bost  iiif or-nr.tion  available 
indicates  that  proposed  o,crea,:^es  of  c^ttozi,  or  of  wheat,  or  of  tobacco  or  of  sonc 
other  crop  are  almost  certain  to  over  supply  the  ;narl:et ;  r.iid    if  a  ten  per  cent 
decrease  of  r/hcat  or  a  fourteen  percent  cui't^ilr-.ent  of  cotton  or  a  fifteen  per  cent 
reduction  of  tobacco,  or  some  other  cut  in  acrea--5e  of  scire  other  crop  -s  reauired 
in  order  to  bring  production  and  narlret  denand  sonewhat  into  harniony;  and  If  the 
Fcderp-l  ?aru  Board,  in  cooperation  v;ith  the  state  extension  and.  roarketin.^  agor.cicr, 
and  with  representatives  of  bankin:5,  corxierce  and.   industry,  exerts  every  reasonable 
effort  to  brin-'  the  facts  squarely  before  the  growers,  \7hose,  then, is  the  respon-  . 
sibility  if,  in  spits  nf  warnin,;:,  in  spite  of  urf^ent  appeals,  in  spite  of  obvious 
econonic  facts,  the  farirers  persist  in  pl.antin^^  acreages  of  tobacco,  v/hicat,  cotton, 
potatoes  and  other  crops  such  as  pr'ctically  insure  the  ;-roduction  of  surT)lu-cs? 

"He  is  a  -rery  foolish  person  \7h"  clr.-.ors  enthusiastically  for  the  settin.^  up 
of  cooperative  niarketin.-^  associations  and.  v/ho,  at  the  sr:ne  tir.e,  hrxistrin^s  the 
associations  by  persisting  in  a  blind  prodiiction  ijro.yrm  that  produces  a  surplus 
'.7hich  no  rr^arketini  agency  that  was  ever  conceived  could  distribute  and  sell  at 
profitable  prices.'"    * 

In  these  vmrds,  Mr.  Stone  enphasizes  the  importance  ^7hich  the  Federal  F^r.-n 
'Board  attaches  to  the  production  stabilization  pro^r-^m.  Her-  is  cji  opportunity 
for  the.  farmer  to  help  h^imself . 

f 
In  the > terse  langua.i^e  of  Mr.  Alexander  Le';.;e,  Chair;-_:an  of  the  Federal  Farm 

Board  "the-jbost  way  to  control  the  surplus  is  tc  prevent  it". 

The  question  that  is  nov,'  confronting  the  Federal  Farm  Board  and  should  be  of 
vital  interest  to  the  farmers  the-^elves,  is  how  far  the  producers  are  goin--:;  to 
support  the  progrrm  of  the  Fcder^.l  Farm  Board  in  tryin.-;  to  .-^ive  effect  to  the  will 
of  Con.jress  to  brin~  about  the  economic  equality  of  a.^riculture  with  other  indus- 
tries. 

Recently  the  public  has  had  r.mple  evidence  of  the  fact  that  organized  business 
interests  are,  if  not  hostile  to  the  plans  of  the  Fp.rr.:  Borrd,  at  least  cut  of 
s;;/mpathy  with  it.   Spoal:ers  at  the  recent  convention  of  the  Chamber  of  Connerce 
of  the  United  States  in  VJashington,  D.  C.  ,  speakin's  for  the  biisiness  interests 
of  the  country,  declared  that  the  policy  involved  in  the  ^VTricultural  Marketing 
Act  is  unsound  and  that  the  Act  should  be  am.ended  so  as,  in  effect,  to  render  the 
Far-.'.  Board  impotent.   The  farmers  of  this  country  have  a  vital  interest  in  the 
proper  determination  of  this  question.   So  far  as  opposition  to  the  work  of  the 
Board  on  the  part  of  business  interests  is  concerned,  the  Chairman  of  the  Board 
has  already  stated  that  tliere  7;as  little  to  fear  so  long  r.s  the  Board  had  behind 
it  the  solid  badcing  of  the  farmers  of  the  country.   Criticism  of  the  work  of  the 
Board  —  hostility  to  its  plans  nn  the  part  of  certainf^m  organizations,  all  tend 
to  h?jr.per  its  work  and  delay  the  attainment  of  the  objectives  aimed  at. 

There  can  be  little  doubt  in  the  m.ind  of  any  one  v;ho  has  studied  the  history 
of  coopor?.tive  orgrnization  that  cooperation  among  farmers  crji  be  made  succer,Eful 
and  profitable  and,  that  it  will  remove  ma:Tj'  wastes  incident  to  the  ordinary  m.ethod 
of  distribution  r.:~d.   that  it  will  return  more  of  the  consumers'  dollar  to  the  pro- 
ducer, while  at  the  snmo  tine  insuring  to  the  producers  a  better  quality  of  pro- 
duct, at  no  proportionate  increase  in  price.   Tliri  indi'-idual  farmer  who  says  tkat 
it  cannot  be  done  not  only  is  unf .-miliar  with  the  facts  but  he  is. blind  to  the 
present  economic  confitions  v.hich  absolutely  reouire  that  he  coordinate  his  efforts 
in  production  and  distribution  with  those  of  his  fellow  producers.   To  those  far- 
mers who  say  "Leg  George  do  it"  and  stand  idly  by,  givin;;  no  assistance  to  the 
cooperative  movcr.ent ,  selfishly  see!:in,"  an  advantage  to  theriselves,  \/hich  comes 
from  the  activities  of  others-  who  are  more  intelligent,  it  should  be  apparent  that 
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they  are  out  of  line  with  the  progress  of  the  times.   The  situr.tion  calls  for  an 
attitude  on  the  part  of  the  farmers  in  which  they  :7ill  all  join  to  help  themselves 
by  helping  each  other.   The  Con.'^ress  of  the  United  St-tes,  hy  the  enactment  of 
the  Agricultural  Marketing  Act,  has  set  up  machinery  wherehy  the  so-called  "farn 
prohlen"  can  certainly  he  solved  and  hy  Deans  of  \'7hich  agriculture  can  surely  he 
restored  to  a  status  of  economic  parity  uith  other  industries. 

Let  no  one  deceive  himself,  hovjever,  for  the  A.^ricultuirrl  Marketing  Act  is 
not  self-acting,  —  The  Federal  Farm  Board  cannot  of  itself  meet  the  requirements 
of  the  situr.tion.   In  the  last  analysis  the  responsibility  falls  upon  the  farr.iers 
to  reach  out  their  hands  and  to  accept  the  aid  vdiich  the  Government  is  extending 
to  them.  Just  to  the  extent  that  the  farmers  cooperate  with  themselves  pnd  with 
tlie  Farm  Board  and  with  the  Government  will  they  aid  in  bringing  about  that  which 
is  desired  by  all  —  the  restoration  of  agriculture  to  its  eoual  place  .-imong  the 
industries  of  the  United  States. 
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DISCUSSION  07   C00P33lATIin:  0?.G-^2TIZATI0K  POLICY 
U  mi\l   SlIGL/ilJD  AS  IT  APPLIES  TO  ".vlLK 

J.  E.  C' rrigan,  Assistant  Countj'-  A,q;ent  .Leader 
University  of  Vermont 

At  the  present  time  a  very  lar^e  percenta=?:e  of  the  dairymen  of  Hew  England 
belong  to  some  tyjie  of  cooperative  or-anization  en<5a-5;ed  in  marketing;  milk  or 
hargainin.:;  the  pries  of  milk.  Pro"bal)ly  the  proportion  'belonf^in.;  to  those,  coopere.- 
tives  represents  a  siifficient  portion  of  the  milk  so  that  those  outside  would  .lot 
"be  a  pertinent  factor  in  the  situation.   The  problem,  as  one  Vermont  dairyman 
has  said,  is  not  in  .■^ettin.^  the  farmers  to  cooperate  hut  in  .^•^ettin^;  the  coopera- 
tives to  coopei'ate. 

iiThat  I  have  to  sa.y  pertains  particularly  to  the  situation  existin:T  in  that 
territory  of  New  England  and  adjacent  areas  from  which  m.ilk  is  sold  in  the  markets 
of  New  England.  \Yhile  some  milk  goes  from  this  territory  to  New  York  City  and 
while  there  are  prohlinms  as  between  the  New  Englrnd  market  milk  shed  pjid  the  New 
York  milk  shed,  yet  I  thihl:  there  is  a  rather  distinct  line  of  demarkation  and 
what  I  have  to  say  v/ill  apply  to  the  area  which  markets  its  milk  in  New  England. 
I  anticipate  that  as  organization  of  the  New  England  territory  and  New  York  terri- 
tory becomes  more  ccrarjlete  the  development  of  a  harmonious  relationship  between 
them  will  not  be  difficult. 

I  wish  to  sa.y  th?.t,  if  this  short  discussion  would  lead  one  to  believe  that 
I  look  on  the  present  situation,  relative  to  marketing  milk  on  a  cooperative  basis 
in  New  England,  as  hopeless,  I  do  not  feel  that  way.   I  thinlc  the  situr.tion  is  im- 
proving in  mr.ny  respects.   There  is  however  a  certain  barrier  on  which  I  wish 
to  focus  attention  rnd  which  does  stand  in  the  way  of  harmony  and  it  always  will 
be  a.  barrier  until  removed  -  it  cannot.be  side-stepped  or  ignored.  Recognition  of 
this  barrier  and  the  futility  of  harboring  it  may  be  a  step  toward  removing  it  and 
speed  up  the  improvement  in  conditions. 

In  this  discussion  I  hold  no  brief  for  any  group,  state  or  section.   I  am 
merely  trying  to  analyze  a  situation  that  exists  and  get  at  the  real  res-son  why 
it  exists.  For  the  sake  of  this  discussion  let  us  place  the  various  org?.nizations 
in  four  groups,  first  the  New  England  Milk  Producers  Association  a  bargaining 
organization  covering  some  of  New  York  and  all  of  New  England  except  a  large  por- 
tion of  Connecticut;  second  the  Connecticut  Milk  Pro''ucer's  Association,  a  bar- 
gaining organisation  covering  the  most  of  Connecticut  or  the  ar.^a  supplying  the 
milk  consunied  in  Connecticut;  third  the  Vermont  Coo'ierative  dairy  plrnts  >/hi  ch 
handle  a  considerable  part  of  Vermont's  nil'k;   and  fourth  the  vrrious  other  co- 
operatives largely  loc^-^ted  around  some  of  the  New  England  cities.   This  is  what 
we  have. 

Within  and  among  these  groups  we  have  several  phenomena  that  tend  towrjd  con- 
fusion and  instability.   To  mention  a  few  of  these  phenomena,  there  is  price 
cutting  in  order  to  get  more  of  the  fluid  milk  market;  there  is  uneven  dicL-^ibu- 
tion  of  surplus  and  resulting  price  preferences  indulged  in  largely  to  proven! 
the  preferred  groups  from  cutting  the  price  of  milk;  there 'is  market  e::clusi;.n 
or  arbitrary  action  in  keeping  milk  out  of  certain  markets  -  and  by  this  ..s  -.ct 
meant  the  exclusion  of  low  quality  product  which  obviously  is  right  rnd  •''<.dro 

Now  these  various  cooperatives  with  their  different  tyi'.e  of  organiza';ien 
various  price  sat  ups,  and  price  cutting,  price  fattening  and  market  exci-si-^n 
practices  constitute  a  condition  far  from  New  England  wide  solidrrity  of  cig- .nida- 
tion.  I  expect  that  pi'ter  these  cooperative  groups  have  competed,  m.ore  or  less 
destructively,  sufficiently  long  to  findout  the  general  futility  of  such  action. 


they  ^ill  gradually  soliiify  in  one  V7?.y  or  another  r.ndne'll  eventur.lly  arrive  at 
New  Suglr'.iid  V7ide  coordination  of  organizations.   Just  how  long  this  will  trice 
and  what  form  it  will  trie  depends  on  many  thia-s  among  which  are  the  clarity  of 
vision  of  the  leaders  and  their  ability  to  arrive  at  decisions  free  from  personal, 
sectional  or  group  bias,  and  act  accordingly. 

One  may  ask,  was  not  such  Hew  England  wide  organization  proposed  several  ys-rs 
ago  in  the  New  Hn^-^aand  Dairy  Systeir.  and  prevented  fz'or?.  coning  into  exL^tonco  "by 
Vermont  leaders  ref rising  to  cooperate?  Possibly,  but  it  is.  cvi^r^snt  :.hao  Vermont 
leaders  were  not  prepared  for  such  action  and  apparently  did  not  believe  V-uat 
equalit}'-  of  trectment  was  intended. 

Now  let  us  try  to  see  what  is  behind  the  :-^reGent  situation.   Verrront  da\rT,-nen 
have  d\iring  the  past  few  years  become  milk  minded  and  have  rapidly  plr^^e']  tu'^m- 
solves  in  a  position  to  meet  market  milk  reouirements.  Prrvir.us  to  l"lo  c-ou'-,hern 
No-.y  England  was  able  to  supply  practically  all  the  milk  needed  in  southern  H-^v 
England,  and  Vermont  dairymen  though  a  bit  restive  perhap:;  were  rela'^  Ivjly  con- 
tent to  prodv.ce  cream,  buttor  and  cheese.   In  19i6the  restlvc-'c-'f  oryet.^lV-j  led  in 
the  New  England  rate  case  whereby  freight  rates  on  milk  from  Vermont  pomca  were 
placed  on  an  ecuitable  basis  with  the  remainder  of  New  England  and  Vermonv  dairy- 
men very  rapidly  becajne  aware  that  they  could  produce  milk  for  the  f luJ d  milk  mar- 
ket to  much  better  advantage  than  cream,  butter  and  cheese  and  began 'at  once  to  do 
so.   Thus  the  supply  of  milk  for  the  fluid  milk  market  increased  more  rrpidly  than 
it  was  needed. 

Up  to  this  time  southern  New  England  dairymen  had  rested  relatively  secure  in 
holding  the  milk  raa.rket ,  a.nd  vdien  more  milk,  than  \-ia.s   needed  to  ca.re  for  increasing 
demand  and  their  period  of  shortage,  began  to  press  down  from  the  north  the  fealing 
apparently  was  "what  riglit  have  they  to  our  mcxk.-jt". 

Now  with  milk  at  $3oO  per  hundred  or  there  about  and  cream,  or  the  next  best 
priced  dairy  product,  at  $1.65  per  hundred  of  milk  or  about  half  that  for  milk, 
if  any  of  you  were  a  Vermont  farmer  you  would  want  to  sell  just  as  m,uch  of  your 
milk  as  possible  at  the  $3-30  price  ajid  as  littl:i  as  possible  at  $1.6s.   In  fret 
if  you  thought  you  were  being  denied  a  proportionate  share  of  this  market  you'd 
feel  ready  to  trke  $3-00  or  $2.90  or  less  rather  than  sell  ab  $1.65. 

On  the  other  hand  if  you  were  a  Massachusetts,  Connec'cicut  or  ■Rhode  T^la-nd 
dairyman  who  had  held  the  milk  market  for  a  ni^mber  of  years,  you  voiild  f 9,  1  a  bit 
sore  at  those  fellows  from,  the  north  who  wanted  to  com.'  d-)v/n  anl  t'd"-:-  ■  ■■' .r  ■  sRi'xet 
away  from  you  and  I  believe  any  Vermont,  New  Hampshire  (^r  Maine  dairy  :  Mi  vivi;'  have 
felt  the  same  way,  if  he  happened  to  live  in  Massachusetts,  Connec:ica'-  .)"  M'loJe 
Island.   Vermont  farmers  did  feel  that  vmy  when  ccmpctition  from,  with-..';  '  cj'-:  arry 
the  horse  and  sheep  raising  industry,  the  meat  producing  industry  a.nd  mnT""-,pt  g 
producing  industry  obliging  them,  to  rustle  arotmd  and  nalce  adjustments  to  tv> .■;-■. 
inevitable  economic  developments. 
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It  is  this  desire  on  the  part  of  certain  dairj'men  in  No^7  England  t'^  h' Id  the 
milk  market  against  invasion  from  other  New  England  dairymen  -'~nd  opp^i^  'C  "  '"r^^t 
the  desire  of  these  other  New  En^^land  dairymen  to  get  into  t hat  ■  !:;-?.■"' ■.■••^ b  t  i.-.t-  ',:o-a- 
prises  the  problem,  the  barrier  in  the  ivay  of  harmonious  '."Tew  En^la.-ii  7jci?  p:.  •;;' n...- 
zation  and  it  is  the  real  cause  of  most  of  our  w.arfare  between  :ic:.:>j  .:■...■:  ■■■i,^  i". 
the  basic  cause  of  price  cutting,  price  preferences,  uneven  discriVoti-.n  -.i  -he 
burden  of  the  surpluc  and  arbitarily  closed  markets. 

Connecticut  has  taken  definite  steps  to  prevent  milk  ■''ro-:  with-iut  en'  ■•■..:.-;  'A 
Connecticut  market.   The  New  England  Milk  Producers  Associrtion  feels  0  ti\::,o'i   to 
grant  price  preferences  to  those  of  its  members  livin-  near  enough  the  marka'o  00 
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.IS. 
truck  in  nilk  to  keep  tlier.i  fro-  price  ciittin.-^  r'.ncl  bror"'':in.'T  the  narkct. 

Northern  New  Sn.^l.rJic'.  dp.ir7.T.e'a  rcT'Ont  this  rnd  strr.ir;ht'rry  be-^in  to  find  r/r.ys 
of  [jetting  :ailk  into  the  ".rxket  r.nd  the  fi  ;;ht  is  on.  \le   even  herr  from  many 
quarters  in  Vermont  that  we  should  have  a.  Veraont  or^janization.   I  think  that  the 
naintonance  of  a  con;'.ition  that  mrkes  Vermont  feel  that  way  is  very  unfortunate. 
I  believe  such  action  just  prolon-^-s  the  fi.^ht  to  the  general  Ion.?;  run  detriment 
of  the  dairy.r.en  of  Nov;  En.jlrn:!.   But  I  ar.  n'-'t  at  nil  sure  thrt  some  such  .-^ction 
won't  tal:e  place.   I  "believe  leaders  in  Vermont  feel  that  this  is  the  only  vray  to 
get  equal  treatcent. 

Now  this  action  on  the  prTt  of  Vornont  is  proinpted  not  "by  charrcteristics 
porculi"r  to  V;rn)onter?-.   It  is  r.erly  an  expression  of  the  sr.v.a   characteristics 
which  Connecticut,  Rliode  Island"  "^r  Massachusetts  d''.ir:^en  exiiresc  when  they  try 
to  set  up  barriers  a^^ainst  Verniont  nilk. 

And  I  woul;'.  say  to  Vemiont  dairyr.en  that  the  action  of  the  southern  New  • 
England  da.iry  interests  in  tryin.^;  to  keep  out  r.ilk  is  prompted  by  the  saiie  human 
characteristics  ';7hich  the  Verinonters  exliibit  in  trying  to  rjet  into  the  market.  • 
It  is  on  both  sides  desire  for  the  hin:h  price,  the  fluid  nilk  price. 

The  point  of  the  matter  is  thrt  while  the  attitudes  are  perfectly  human  they 
are  perfectly  futile  r.nd  detrimental  .generally  to  the  dairjnnen  of  New  En.^land^ 
in  the  long  r;in. 

Let  me  repeat  that  I  believe  this  proble:n  will  eventually  be  solved.   The 
question  is  how  Ion;  are  we  sectionally,  or  by  states,  or  by  .groups  goin^  to  con- 
tinue to  try  to  strengthen  ourselves  so  we  can  more  successfully  fight  each  other 
before  vie   realize  that  in  so  doing  we  are  v/asting  time,  effort  and  money  vAiich-.. 
should  be  expended  in  developing  together  more  efficient  marketing,  greater 
bargaining  power  and  a  higher  degree  of  market  stability.  ; 

Now  it  seems  to  me  that  the  time  has  come  when  we  must  recognize  and  actually 
admit  that  the  New  England  milk  shed  no  longer  stops  at  the  northern  Massachusetts 
line  but  extends  at  least  to  the  Canadian  line.   With  the  Atlantic  Ocem  on  the 
east  and  south  and  the  New  York  City  milk  shed  on  the  west  and  an  international 
boundary  on  the  north  we  have  a  rather  well  defined  produciag  area.   This  area 
produces  more  milk  than  is  needed  in  the  market  at  the  present  time  and  if  the 
movement  to  adjust  seasonal  production  to  demrnd  continu.es  there  will  be  more  milk 
throughout  the  year  than  is  needed  in  the  maricet  in  the  form  of  fluid  milk  for 
several  years  to  coiT,e.  But  with,  practically  all  of  this  territory  in  the  fluid 
milk  business  with  eyes  on  that  fluid  m.ilk  price  we  must  expect  that  various 
sections  and  groups  are  going  to  fight  for  as  much  of  that  fluid  milk  market  as 
possible  until  all  are  agreed  upon  eoual  treatment  in  the  market.  By  equal  treat- 
ment I  me-ii  that  all  milk  of  equal  quality  and  butterfat  content,  produced  in  equal 
adjustment  to  dem.and  should  bear  an  eoual  burden  of  surplus  and  bring  the  s.?me  prict 
wholesale  in  the  market  with  differentials  for  variation  in  qv-ality,  butterfat 
content  and  degree  of  adjustment  of  production  to  demand.  Until  the  various  groups 
are  prepared  to  accept  and  abide  b-^  such  equality  of  treatm.ent ,  I  see  no  hope  for 
New  England  wide  hermony  in  the  cooperative  milk  rr^irketing  situation. 
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MARKSTIFG  DAI3Y  PRODUCTS  IK  1^7  SITGLAin)  ME)   TME  ?SDEE.\L  FA--K  30A3D 

C.  H.  Morcliant,  Scononist 
Ac^ri cultural  Exi^eriaent  Station,  Oronn,  Maine 

In  New  England,  we  are  primarily  interested  in  the  r^arketin,-?;  of  flui"'.  nilk. 
Manufactured  dairy  products  have  an  important  plr.ce  in  the  northeast  but  the;'-  are 
secondary  to  that  of  fltiid  milk  and  sweet  creeja.   In  the  hrief  tiTr.e  allotted  to 
me  I  shall  center  my  discussion  around  the  narketin,-  of  fluid  nilk. 

The  rjrowin-j;  consuming  centers  in  New  Sn^land  have  reached  ftirther  and  further 
into  the  surroundin^i  territory  for  their  daily  milk  supply.   These  centers  of 
consiur.pt ion  are  of  such  size  that  it  is  not  expedient  for  individurl  dairymen 
to  attempt  to  market  their  own  nilk.  Under  the^-e  conditions  it  has  resulted  in 
the  sellin-'^  of  milk  and  creen  to  dealers  who  act  as  distri'outors  or  sellin.=j  thr'iu.i;h 
cooperative  or:';anizations.   The  cooperative  org;rnizations  in  turn  m.ay  either  dis- 
tribute the  farmers'  milk  or  bar.(;ain  for  a  price  with  the  dealers.   The  present 
cooperative  organizations  in  New  Sn.^land  are  largely  of  the  bargainin.^  type.   These 
associations  represent  the  results  of  many  years  of  cooperative  experience.   In 
fact,  New  Englrnd  has  had  nerrly  50  yerrs  of  experience  in  the  cooperative  market- 
ing of  milk.   During  this  period  mrny  orgrnizrti^ns  have  been  formed  and  many  have 
discontinued  operation.   Of  those  which  have  discontinued  to  o^ierate  some  have 
reorganized  and  others  have  definitely  closed  their  doors.  Much  of  the  valuable 
information  gained  through  years  of  experience  in  cocperative  marketing  of  m.ilk 
has  been  used  in  strengthening  and  perfecting  oui^  present  rssnciat ions.   No  doubt 
other  i  .:provem,ents  and  refinements  will  be  made  in  these  organizations  as  tirae 
goes  on. 

Economic  forces  have  very  quickly  expressed  them.selves  in  the  marketing  of  this 
commodity.   Tliese  forces  or  economic  Ipxrs   are  extremely  sensitive  and  associations 
which  have  not  been  able  to  keep  in  "Step  with  them  have  found  them<^elves  in  diffi- 
culty.  Our  present  organizations  in  New  Englrnd  and  elsewhere  in  the  United 
States  are  ojaong  the  most  efficient  cooperative  associations. 

Usually  an  association  is  formed  in  a  particular  nilk  shed.   Tlio  problems  of 
marketing  in  each  milk  shed  are  practically  the  sa-:e  for  all  dairjmien  but  the  pro- 
blems in  one  milk  shed  may  differ  gre:  tly  from  those  of  another.   There  are  of' 
course  m-xiy  sim.ilarities  comr-.on  to  different  mdlk  shed-..   Tlie  ouestion  naturrlly 
arises  how  can  the  Federal  Farm  Board  render  assistance  to  the  New  Englrnd  dairj^jer.. 
Fortunately,  the  dairymen  in  New  England  have  had  experience  with  cooperative 
marketing  and  m.any  dairymen  are  at  present  m^emfoers  of  coo^^e-ative  organizations. 
A  similar  situation  exists  in  other  important  milk  sheds  aroun:'  o-or   Irrge  consi^-^in.'^ 
centers.   Unfortunately,  the  problems  in  the  various  milk  sheds  differ.  '  It  seems  " 
to  me  that  it  is  a  huge  problem  if  not  an  impracticabilit-.'  to  bring  the  crpanizationi 
connected  with  the  marketing  of  fluid  milk  in  the  United  States  into  one  lar^e 
national  sales  agency.   It  would  appear  m.ore  expedient  to  deal  with  those  ^rp-aniza- 
tions  in  separate  milk  sheds  individually.   If  I  am  correctly  inf-rm.ed  this  is 
exactly  the  policy  which  the  Federal  Farm  3oard  has  -ursued  to  date.   As  frr  ps  I 
know  they  have  not  attem.pted  to  bring  the  v'ri-us  organizations  together  undergone 
head  Dut^nave  rendered  assistrjice  to  som.e  individual  associrtions  reouesting  aid. 
To  me  this  is  a  sound  rnd  sane  policy.   It  occurs  to  ne  there  m,ay  be 'other  ways 
of  rendering  aid  to  our  dairy  organizations  than  th-t  through  financial  assistance, 
ihe  more  mportant  of  these  concern  the  so-called  "surplus"  prcdiiction  rnd  price 
policies. 
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Main3  is   interested  in  the  policie-s  '"■f  the  Peeler".!  J^rr.  Bon.rd  as  her  dr.iryrien 
ship   large   oucntitias   of  rdllc  -",nd  s'.-'eet   crerxi  t'"-  mr.i-kcts  in  Mr.ssp.chusetts  and 
Rhode  Isl.-rid.      Our  dr.iryr^.en  are   scattered  o  ■ver  a.  vci-j  lar>ge   territory  coverirc 
proliably  a'oout   ona-half  ''f  the   inliahited  part   ->:    the  state.      These   dairymen 
usually  have   a  rather   diversified  syste:"   of  far.r.in^^.      I^ie  n-ar:roer  of   cov:s  Icept   on 
these  diversified  dairy  frr.T.s  average  aoout  ten.      Maine's  principal  proble'::as  in 
marketih';;  dairy  products   are   concentration  of   dairyin-^   in  certain  favor-rhle  areas, 
a  lar-^er  volurve  of  nilh  handled  at  receivin^  points  and.  daily  ship:nents  of  milk 
a.nd  crc'.n:  fro."  farrers  to  roceivin-T  stations  and  in  turn  to  markets. 
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niSC^'SSIOil  OF  COOPZHATIVT  OHGAJIIZATIOF  POLICY 
lU  m,'?I   EKGLMTD  .43  IT  APPLIES  TO  POUI^TRY 

P.  0.  Miner,  Manager 
Conn.  Poultry  Producers'  Ass'n.  Inc. 
New  Haven,  Conn. 

At  the  first  meeting  of  the  Hew  Englcnd  Institute  of  Cooperation  at  Storrs, 
the  subject  of  cooperation  was  held  in  the  background.  Uo  enthusiasm  was  shown. 
At  this  meeting  it  seems  as  though  cooperative  marketing  is  the  major  topic  of 
discussion.   Can  that  change  of  attitude  he  regarded  as  a  measuring  stick  of  ihe 
progress  of  thought  at  least  along  the  lines  of  cooperatiTO  marketing  in  Few 
England?  If  so,  it  is  encouraging, 

As  manager  of  the  Connecticut  Poultry  Producers'  Association,  I  am  familiar 
with  the  development  of  the  cooperative  marketing  of  eggs  in  Connecticut.   I  am 
somewhat  acnuainted  with  the  situation  in  Hhode  Island.  However,  Mr.  Bowe  of 
Massachusetts  and  Mr.  Crrlisle  of  ITew  Hampshire,  who  follow  me,  can  tell  better 
of  conditions  elsewhere. 

Competition  among  individual  poultrymen,  the  loss  of  our  markets  to  out-of- 
state  eggs,  more  particularly  those  cooperatives  producing  eggs  on  the  Pacific 
coast  were  responsible  for  bringing  into  being  the  Connecticut  Poultry  Pro- 
ducers in  192U. 

Results  at  first  were  not  too  satisfactory  but  gradually  we  became  establir^hed 
upon  a  more  solid  basis  and  every  year  since  that  time  re  have  shown  a  normal  and 
steady  progress  and  expansion.   Perhaps  the  best  evidence  of  the  fact  that  this 
organization  is  fulfilling  a  need  in  Connecticut  and  is  supplying  a  satisfactorj' 
service  can  be  gained  from  our  withdrawal  record.  At  the  first  withdrawal  period 
we  lost  19  members;  during  the  last  two  years  we  have  lost  one  member  each  year 
oecause  of  dissatisfaction.  V7e  do  no  campaigning  for  new  members.   They  come  to 
us  of  their  own  accord  or  through  the  recommendations  of  members.. 

Based  on  Mr.  Bomberger's  talk  this  morning,  for  the  present  at  least,  it  ap- 
pears that  the  Feder-M  Farm  Board's  contact  in  Connecticut  is  limited  to  the  aid 
and  assistance  of  an  advisory  nature.  We  seem  to  fit  in  on  their  long  term  pro- 
gram.  The  Federal  Farm  Board  can  be  of  greatest  assistrnce  to  us  from  the  stand- 
pointy  of  cooperative  marketing  of  eggs  in  Connecticut;  first,  through  their  leader- 
ship in  aiding  for  a  greater  educational  compaign;  second,  .as  Professor  Davis 
commented  yesterdry,  by  assisting  in  protecting  the  premium  price  that  native 
eggs  should  command.  Ucw  for  a  fevr   comments  on  points  that  were  discussed  yester- 
day. 

The  poultry  industry  is  large  enough  to  be  classed  along  with  the  dairy  indus- 
try, as  w.arranting  a  commodity  organization  rather  than  a  community  orgrjiization. 
The  Federal  Farm  Board  is  planning  a  s-orvsy  on  July  1st  of  existing  cooperatives. 
The  question  is  how  much  do  we  Imow  about  the  actual  needs  for  expanding  coopera- 
tive marketing  in  Now  England.  More  detailed  information  concerning  present  out- 
lets of  producers  in  New  Hampshire,  Massachusetts  and  Maine,  of  returns,  demands, 
etc. ,  is  needed.   Data  of  this  kind  is  essentirl  in  making  an  intelligent  study  of 
the  situr.tion  for  need  of  cooperative  marketi:ig.   A  good  set  up  is  reauired. 

In  the  meantime,  hoxvever,  I  don't  think  that  we  want  t^  be  discouraged  in  vicT? 
of  the  fact  that  we  hav  two  egg  marketing  rssocirtions  and  maybe  more,  operating 
with  success.  We  do  not  'vant  to  be  left  out  in  connection  with  the  Federal  Fp.rm 


Board's  centrrlised  policies  or  advisory  coranittees.   We  want  to  know  what  is 
going  on,  even  though  we  may  not  be  reaiy  to  join  with  then  at  the  present  time. 

Dr.  Myers  recomrr.ended  yesterdry,  to  reduce  overhead  and  to  increase  the  ef- 
ficiency of  operating  cooperatives,  the  addition  of  a  purchasing  service  in  the 
case. of  those  organizations  which  are  already  rendering  a  marketing  service.   I 
an  wondering  if  that  would  be  a  desirable  step.   If  we   have  a  large  number  of 
small  cooperatives  undertalcing  a  purchasing  service,  it  will  create  a  larger 
competition.   The  business  would  be  split  up  and  finally  be  so  small  that  it  would 
be  •undesirable. 

Cooperative  purchasing  in  our  organization  has  been  confined  to  rendering 
service  on  supplies  in  which  there  is  a  long  profit  and  where  we  can  save  members 
considerable.  We  haven't  gona  into  the  field  of  feeds  as  I  feel  that  that  should 
be  left  to  such  organizations  as  the  Eastern  States  Farmers'  Exchange  and  the 
other  smaller  cooperative  purchasing  organizations  in  Connecticut,  which  already 
are  rendering  a  satisfactory  service. 


Discussion  0?  C00PSIATIV3  O.^G-AITIZAriOl'T  POLICY  IN 
ICvV  3NGLAiro  WITH  SSFTZ^JICS  TO  TKZ  POULTSY  I2DUSTRY 
Harold  3.  P.owe,  Extension  Economist 
Massachusetts  Agriculturr.l  College,  Amherst,  Massachusetts 

Vlfhen  jxpproached  with  Massachusetts  conditions  in  mind  this  topic  naturally 
t.akes  the  form  of  a  ouestion,  "whp.t  should  be  our  policy  ^^ith  regard  to  encourag- 
ing immediate  organi::ation  07  our  pn-ultryrr.en? "  I  shall  limit  myself  to  a  few 
remarks  on  this  Question  since  I  do  not  wish  to  discuss  conditions  in  any  other 
pa,rt  of  Hew  England. 

In  my  judgement  the  answer  must  be  based  upon  three  considerations: 

1.  Tlie  adecuacy  of  present  methods  by  v.'hic-i  our  eg-^'s  arc  marketed. 

2.  The  advantages  which  might  be  secured  by  a  cooperctive. 
3-  The  difficulties  of  securing  permanent  organisation. 

-  V/e  do  not  hcve  a  sufficient  body  of  information  at  the  present  time  to 
make  other  thrn  tentative  judgements  relative  to  any  of  there  three  points.   I 
can,  however,  give  you  some  of  my  own  impressions  of  the  siturtion  ?mong  our 
Massachusett s  poxiltrymen. 

First,  regarding  the  adequacy  of  present  methods,  I  bslicve  thrt  we  are  "pt 
to  underestimate  their  merits.  Not  only  do  most  of  our  pcultrj'-men  have  good  mar- 
kets but  they  recognize  them  as  such,   furthermore,  it  is  possible  that  those 
methods  are  generally  well  suited  to  the  conditions  which  exist  upon  the  various 
farqis.   Unfortunately  we  have  practically  no  data  on  the  extent  to  which  different 
methods  are  being  used  and  the  typrs  of  producers  using  erch.   Nevertheless,  it  is 
easy  to  find  producers  who  are  profitably  increasing  their  size  of  business  by 
retailing  their  eggs,  v/hen  for  one  revason  or  another  it  is  impossible  or  impr-cti- 
ble  to  increase  their  production.   On  the  other  hand,  there  rre  without  doubt 
other  poultrymen  who  could  profitably  ^.Ive  up  their  retril  trade  'nd  increase  their 
flocks,  while  selling  their  products  through  an  association  such  a,G  that  represent- 
ed oy  Mr.  Miner. 

There  is  another  point  on  which  the  present  system  should  receive  some  credit. 
Professor  Davis  mentioned  yesterday  that  one  of  the  two  permrncnt  a,dvantages  of 
the  Nev/  England  producer  over  his  distent  competitor  is  the  possibility  of  building 
up  good  will  for  a  nearby  product.   It  seems  to  me  that  those  producers  who  are 
selling  direct  to  consumers  or  direct  to  retril  stores  have  made  the  greatest  pro- 
gress in  taking  advrntc.ge  of  this  possibility. 

Probably  the  best  evidence  of  fault  in  our  present  system  is  the  v-ry  large 
differences  in  price  which  it  permits  within  a  verj"-  few  miles.  All  youneed  to 
do  in  order  to  verify  this  for  yourself  is  to  drive  out  from  Boston  for,  say  forty 
miles,  and  observe  the  different  prices  ft  which  eggs  are  offered  for  sale  along 
the  road. 

With  reg  rd  to  the  sacond  consideration,  that  of  what  a  cooperative  could  do, 
I  have  nothing  to  add  to  what  Mr.  Miner  has  just  told  you,  except  to  say  that  I 
believe  an  organization  in  Massa.chusotts  would  necessarily  be  prtterncd  cuite 
closely  after  his  association. 

On  the  third  point,  dealing  v/ith  the  possibility  rf   -ctu-lly  convincing  o^or 
poultr'/man  that  they  should  orgrnise,  I  con'r^idor  the  ."ttitudef^  of  producers  most 

important.   It  makes  no  difference  that  a  poultrymen  might  racke  more  money  selling 
his  eggs  at  wholesale  prices  through  a  cooperative  than  he  crii   by  retailing  or 

delivering  to  stores  at  jobbing  prices.   Unless  he  is  convinced  on  this  fact  he  will 
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not  Joint  the  r.SDnci"tion,  or  rotc.in  his  membership  when  he  finds  his  prices  are 
lo'.7jr.   To  he  su.cces<^ful ,  the  producer  who  -^Ives  vro   part  '^f  his  businesr,  (retr.iling 
etc.)  to  join  c.   cooperative  must  increase  rli-n^^  sono  'ithor  line  such  as  expanding 
production  operations,  else  the  eff;ct  on  the  size  of  his  busin<r;S5  mav  bo  disastor- 
ous.   This  in  itself  sug-ests  a  lar::e  fi^ld  for  research  -"nd  educational  v.'ork  before 
or^'.r.ization  can  tahe  place  in  mm:/  sections,  pTticul.arly  those  nearer  the  loxgcr 
markets  wher..  it  is  easy  to  develop  retail  and  joboin^:;  -ratlets. 

In  conclusion  my  recom'^aend  tion  for  a  'irogrcin  is: 

1.  Obtain  more  information  about  present  methods  of  marketing  sg2,B,   both 
a,s  to  results  secured  a.nd  costs  of  the  various  methods  for  different 
classes  of  producer;?. 

2.  FolloT,'  v/ith  intensive  educ  tinn'  1  v/ork,  prrticularly  in  nectiors  ^''hero  ■ 
immediate  organization  may  be  desirable.   Once  producers  in  such  a 
locality  understand  the  facts  the  orgf.nization  will  follcvj  quickly. 

3.  Lend  ever-/  assistJ.nce  to  groups  who  should  or.-^-nize  "nd  wish  to  get 
underway. 
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MABKETINS  mJITS   ^TD  VEGiTABI^S   IN  m.  SNGLAITD  AlO)  T^i  i:£DEHAL  P^.  B0A3D 

H.    F.    Tompson,   President 
Governor  Dyer  Co-o,.erative  I-iarket 
E.    I.D.  ,   Attleboro,  .xiass,. 

You:  ,  vt.o  are  closely  identified  mth  the  progress  of  ^.'\^l^^'^^ .^Jlllll,, 
ture  need  to  know  the  facts  about  the  vegetaDle  gardening  maustry  and  the  success 
or  failure   of  cooperation  as  applied  to    this  branch  of  practical   agriculture. 

Commercial  vegetable  growing  is  a  Jig  business.      Many  New  England  market 
e-rdeners  have  a  tot.l  income   exceeding  $50,000  per  year  and  it  is  a  very  small 
f:getable   gardening  enterprise   that  does  not  gross  $5000  ,,^r  year— -the  market- 
Inf  ^^oblerns  are  vtry  acute,    increasingly  so  during  the  ^.ast  10  years.      Ihe  re- 
i^fkable  development   in  scientific   refrigeration,    coupled  with  better  production, 
improved  varieties,   better  ^Yholesale  marketing  facilities  and  imr^roved  transpor- 
ta?ior  haS  brougM   to  New  England  such  tremendous  volwae  of  vegetable  i^oduction 
that    the  market  prices  have   reached  average   low  levels   disastrous  to   the   less 
efficient  oroducers   or   to   those  who  have  had  to  defend  upon  hired  labor  as  con- 
trasted with   the   farmer  of  foreign  birth  who   depends  largely  upon   the   labor  of  his 
own  farmily. 

Such  a  situation  was   oartially  foreseen  by  a  group  of  vegetable  growers  of 
Providence   and  vicinity  as   early  as   1921,      This  brought  about_the   formation  of   tho 
Providence  larmers'   Exchange,    organized  for  economy  aJid  efficiency  m  marketing. 
For  6  years   this  organization  did  a  big  volume  of  business  but  was  wrecked  through 
inefficient  management  and  caused  serious   loss    to   all   its  members.      At  present 
there  is   no   real   cooperative   selling  agency   for  vegetable   growers   in   this  part   ot 
New  England.  % 

There  is  very  real   cooperation  in  providing  a  suitable  place  for  individual 
wholesale  marketing  through  the  Governor  Dyer  Coopei^.tive  Market,    inc.,    a  Hhode 
Island  Corporation-organized  under   the   new  agricultural   cooperative   law  of   the    _ 
St-te       This   corporation  owns   and  operates   the  farmers'    wholesale  market  m  Provi- 
dence--is  capitalized  for  $75,000;   has  distributed  nearly  $25,000  in  stock  on  a_ 
profit   sharing  basis   to    stockholders,    all  of  whom  have  been  or  are  bona  fide  busi- 
ness  farmers  using  the  Governor  Dyer  Cooperative  i-,iarket.      Tiiis  corporation  owns  four 
acres   of   laaid  in   the  geographical   center  of  Providence  valued  at   over  $100,000; 
has  a  bailding  recently  completed  which  cost  $23,000.      The  *ole   property  has  been 
improved   to  provide  a  very   suitable  place   for   the   old   type   of  ^olesale  marketing 
by  the  producer.      Most   certainly  no    such  development   could  have  occurred  except 
through  cooperation.      I   believe   that   the  Governor  Dyer  Cooperative  Mai'ket,    Inc. 
is  a  unique"  organization  and  that  many  of  you  may  find  interest  in  studying  its 
by-laws    '  In  our  Providence  corporation  we  have  found  it  a  very  ;^ase  plan  to   eraroloy 
a  city  bank  to  act  as  our   financial   agent,    receive   and  disburse  all  monies  and 
make  a  monthly   statement   to  our  directors.      We  have  also   employed  a  competent 
attorney  to   advise  us  on  all     uestions  where  legal   advice  is  necessary  or  usetui. 
In  this  way   our   corporation  is  protected   against   errors   common  to   farmers'    co- 
operatives   through  inexperience   ajid  poor   judgment. 

Dr.  Roger  Corbett  has  been  a  valuable  aid  in  bringing  this  corporation  to 
its  present  state  of  efficient  organization  and  the  able  assistance  he  has  ren- 
dered has  been  greatly  appreciated  by    the  members  of   the  corporation. 
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To  my  mind,    it   is   just   as  inijortant   to   avoid  an  increase   in  organization 
v»^ere   they  are  unlikely   to   render  re?.l    service  o.s   it   is   innortrnt   to   encourage 
cooperative-effort  where  real  economic  gain  is   likely.      It  is  xrisc   for  us   to  use 
the  cooperatives   now  organized   and  functioning  in   the  purchase  of  materials  rather 
than   to  duplicate   org-  nizations   for   our  ^articular  group.      I   ha.ve  in  raind   the 
Eastern  States  Farmers'    Exchange  and   the  i.iiddlesex  County  Farm  Bursal,    do  th  of  which 
are   in  a  position   to   render   real   service.      O^r  uni1w.ng   -with  others   strengthens 
the   coox-erative   organizations  now  functioning. 

In  order   to   continue    to   function  as  business   farmers  we   must  make   further       r 
economics   in  our  "business.      The   wisdom  of  another   effort    to  pool   our   selling  inter^^    ' 
ests,    in  Providence,    is   still   an  open  question  but  no   one   doubts   the  benefits   vdiich 
we   noT/  enjoy   through   the   Governor  Dyer  Cooperative  Market,    Inc. 


THE  POSSIBILITY  0?  COOPERATION  AS  AIT  All!  TO  TH^  ORDERLY  MAPJ:^TIIvTO  OF  AFPL-^S 

John  Clir:idlor,  President,  Massacnusotts  Fruit  Gro'.-^rs'  Ass-'ci-ti'^n 
Sterling  Jiriction,  Massachusetts 

Wg  will  all  admit  that  cooperative  sellinc  organisations  in  No\7  England  have 
oecn  rathar  disappointing,  many  having  failed.   The  reasons  for  their  diff ic^iities 
are  many.   PrclDrtly  fa\i,lty  org--niz'^tion  and  incompetent  mrnaf-ement  y.-xrc   accotmted  fo? 
the  failur.;  -f  some,  biit  in  my  opinion  there  has  been  laclrin.^  the  fundamental  need 
r.'ithout  which  a  cooperative  sellin.:  organisation  has  little  chance  of  success.   Our 
markets,  in  fact  the  best  markets  in  the  coujitry,  are  right  at  our  doors  \7ithin 
reach  of  anyone.   So  that  although  rrost  of  the  cooperatives  have  boon  successful 
in  educating  their  membership  in  proper  handling  and  packaging,  all  too  often, 
they  have  been  criticised  r.n.'l  have  failed  on  their  colling  policierj.   I  suppose  it 
is  an  iiiiijrent  cuality  of  th;  Yankee  to  think  that  he  can  drive  a  better  bargain 
than  anyone  else  a.nd  he  likes  to  do  it.   Therefore  I  am  of  the  opinion  that  without 
the  need  which  is  such  an  important  factor  in  the  '^est,  soiling  orgrnisations  in 
Hew  England  are  faced  viith  a  gre:  t  diffic-olty  and  those  thrt  ■■re  succeeding  today 
arc  d'ing  so  largely  on  o.ccount  of  the  splendid  loyalty  and  ability  of  a  few  Ic.-^d- 
ers  rather  thrn  bee  use  they  are  filling  an  economic  need.   I  do  not  ^--ish  to  give 
the  impression  that  the  selling  org-^nisationR  have  not  been  u^ofu""  because  they 
have  been  a  tremendniis  factor  in  st.abilizing  our  t.;'  rkcts,  but  I  do  wish  to  point 
out  the  fr.ct  that  they  have  met  with  great  difficulties  and  m.any  of  them  have  fail- 
ed because  the  f undrj:nent ■:.l  need  has  been  lacking. 

In  believw  I  see  a  real  need  upon  which  a  successful  cooperative  orginization 
might  be  built.   For  yerrs  the  marketing  of  He"'  England  '^pples  hrs  been  entirely 
haphazard.  Under  normal  conditions  '^ur  small  Nev;  '^ngl-nd  supply  has  trken  care 
of  itself  in  a  satisfactory  manner,  but  in  certain  j'-e'^r.'s  notably  1926  and  192S  when 
a  relatively  smrll  llev   England  crop  f.-ced  c    large  national  supply  there  has  been  a 
natural  tendency  on  the  part  of  individurl  growers  to  with-hold  Mcintosh  apples 
from  the  market  for  higher  prices.   Tliere  comes  a  time  ri"tor  the  first  free  move- 
ment of  apples  direct  from  orchard  to  market  is  over,  generally  in  late  October 
or  errly  Jlovomber,  when  the  supply  of  llevr  Englond  apples  is  wilfully  cut  down  in 
expectation  of  higher  prices.   This  is  r  very  d'nigorous  period  for  us.   For  when 
there  is  ..  large  suppl'/  of  ivestern  and  southern  apples  rerdy  to  invade  Hew  England 
markets  ana  ov.r  short  supply  retoris  the  movement  of  ou'  apples  ana  creates  osi 
artificial  high  price  for  them>,  the  trrde  turns  to  the  cherpcr  r.pples  from  other 
parts  of  the  country  and  once  established  on  western  "vid  southern  apples  it  is 
alm.ost  impossible  to  move  our  own  supply  in  volume  reg-rdless  of  price.   In  such 
a  situo.tion  as  this  the  movement  of  New  England  npolDs  drrgs  on  through  the  season 
with  saggin;  piices,  and  incre".sing  cold  storo,-;j  conts. 

If,  ot  this  crucial  moment  ^-hich  I  h-.ve  m.cntioned.  abov;,  it  rorj  possible  to 
relerse  enov.^ss.   ITev;  England  o.pples  to  keep  the  price  '  t  a  level  which  would  move 
them  in  volune,  I  rzi   confident  th^t  all  Jlo'v  Eni;l'nd  frait  growers  would  realize 
bet'.er  returns  for  their  croo  o,s  a  \/hole,  and  our  consfming  public  v;ould  te  able 
to  ouy  ova-   products  at  a  reasonable  -.nd  satisfactory  price,   I  a-n  convinced  that 
there  is  a  re;  1  n^ed  for  a  gencrrl  overhead  organization  of  apple  gro'-^ers  cover- 
ing Hew  England  at  least  ar.d  perh-os  rll  the  north  eastern  etatca  -which  \Tould  be  a 
clearing  house  for  marlcot  information,  which  would  disscmin"te  such  i:iformation  to 
its  member'^.,  which  might  inidertoke  regional  rdvertising,  rnd  finally  and  most  im.- 
portE,nt  which  would  be  able,  when  o,nd  if  such  a  situn.tion  rrises  which  I  menti'^ned 
above,  to  release  en-^u  ;h  fruit  to  adecuately  supply  the  mrrket  at  a  reosonr-ble 
price,  and  thereby  maintain  the  flov;  of  eastern  apples  thr^-ogh  our  -arkets  to  the 
benefit  of  growei  and  consraner  alike. 
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I  put  forth  this   sug---estion  for  y-iur  tliou^jlit  r.nd  considerr.tinn.      There  is 
need  of   considerrxle  study  by  our  r.griculturr.l  economists  into  the  price  raid 
movement  of  apples   durin.^  the  past   deccdo,  '  r.nd  I    telicve  that   such  a  study^will 
show  that  a  cooperative   organization  for  the  maintenance  of  orderly  marketing  of 
apples   is  needed. 
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Discussion  or  C00?^P.ATIV1]  ORGA-^IZATIOY  POLICY  IJI  N3"7  EKGEASID 
T'lTH  HSFS:^:-E]rC5  TO  TEE   FIECHASIIIG  SEP.VICE 

H.  D.  Hunter,  Ch?drinan,  Sxacutive  Conmittee 
Eastern  Stctas  Fr.rners'  "Exchange,  W.  Clairmont ,  N.  H. 

For  aboi.t  I5  j-er.rs  I  have  been  an  interested  witness  rnd  mi  active  participo,nt 
in  cooperative  efforts  in  New  England.   During  th-at  time  a  good  deal  of  cooper"- tive 
history  has  been  made.  Much  of  it  vie   wish  had  never  been  written!   Some  of " it , 
however,  is  extremely  successfiil  and  of  the  uttermost  vrlue  today.   It  is  hard  to 
see  the  value  of  it  nevertheless,  as  it  is  so  obscured  by  the  harm  that  failures 
have  done  to  the  movement.   I  was  a  director  in  one  of  the  cooperative  failiu-es. 
I  have  been  connected  with  the  outstanding  cooperative  success  in  the  Eastern 
States  Farmers'  Exchange;  vvas  superintendent  of  a  district  in  a  milk  strike  once 
and  I  feel  as  though  I  had  a  little  Imowledge  above  the  average  in  cooperation. 

I  am  impressed  with  the  situa.tion  in  which  we  find  o-'jrselves  tod-y  and  if  that 
can  be  defined  perhaps  we  had  better  see  wh-t  steps  we  t.-ke  from  here.  We  have, 
from  the  talks  of  this  morning,  a  wealth  of  theoretical  leiowledge  of  the  coopera- 
tive ^gsxie.  ue   have  a  wealth  of  det-il  rs  to  the  operation  of  cooperatives  and 
particul-rly  of  the  difficulties  rf   further  cooperative  onde;  vor.   Tlie  speakers 
this  morning  pointed  out  some  of  the  difficultues  toward  mrking  progress  in  the 
direction  of  any  nev  cooperative  ende-vors.   I  think  all  of  you  here  must  have  a 
pretty  good  grasp  of  that.   It  is  impressed  upon  me  that  what  we  need  at  this  time 
is  to  get  behind  those  successf^il  cooperative  ende  vors  thrt  arc  already  in  exis- 
tence.  There  is  a  need  of  strengthening  such  organizations  as  we  now  have.   Tnat 
is  the  most  vital  nnd  necessary  thing  to  do.  We  have  such  examples  as  the  Eastern 
States  Farmers'  Exchange  which  seems  to  be  filling  a  need  successfully  and  effi- 
ciently.  It  can  do  a  larger  and  better  job  as  time  goes  on  and  as  it  receives 
stronger  one.  stronger  support  from  all  directions.   The  existing  situation  in  milk 
is  probably,  without  any  ouestion,  the  most  im-iortant  ■^nd  vital  Question  before 
New  England  farmers.   The  difficulties  that  it ' is  in  have  been  imBressed  here  this 
morning.  We  all  have  a  grert  deal  of  information.   But  it  is  difficult  to  see  just 
what  to  do.   It  is  my  hope  that  the  milk  situation  will  receive  almost  exclusive 
attention  from  the  cooperatives  of  Uew  England  ^.mtil  it  is  mended.   If  we  have  that 
situation  straightened  out  other  cooperative  ende" vor  will  be  easy  and  successful. 
The^New  Englrnd  Institute  of  Cooperation  is  one  of  the  most  hopeful  things  in  the 
picture.   With  a  body  of  sen  coming  to -ether  yeo.rly  to  study  these  problems  we  are 
sure  to  get  somewhere.   I  hope  th:-.t  support  will  gro7T,  interest  will  increase  and  I 
feel  sure  thr.t  much  "ood  can  be  done. 
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DISa^SSION  OF  COOPERATIVE  ORGAHZATION  POLICY  IIT  ;EW  ENGLAITO 
WIT?:  HEPERE"CE  TO  THE  PUP.CHASIITG  SERVICE 

H.  C.  'Toodworth,  Agricultural  Economist 
University  of  New  Hampshire,  Durham,  N.  H. 

This  paper  contains  three  suggestions  as  to  the  policy  of  the  Purchasing 
Organizations  in  the  east. 

First:   If  the  Federal  Farm  Board  is  attempting  to  reduce  the  friction  and 
the  v;aste  in  the  handling  of  grain  and  feed  from  producer  to  consumer,  we  can  at 
least  cooperate  to  the  oxtent  of  examining  our  part  of  the  program,  that  is,  the 
wholesale  and  retr.il  at  the  consuming  end.  Are  we  m.aintaining  stores  with  a  per- 
manent employee  when  the  volxime  of  business  is  too  limited,  or  v/here  a  car-door 
business  would  solve  the  problem  at  less  expense,  or  perhaps  v/here  the  arrangements 
could  be  made  for  one  man  to  operate  two  stores  in  adjacent  towns  -  one  in  the 
morning  and  the  other  in  the  afternoon? 

In  the  competitive  game  of  getting  the  farmer's  business,  are  we  over-doing  the 
personal  solicitor  business?   In  a  given  area  supporting  perhaps  3OO  cows,  5O06 
hens  and  Uo  horses,  the  amount  of  actual  grain  purchased  is  not  increased  to  any 
extent  by  personal  solicitation.   In  the  conduct  of  any  business,  it  is  necessary 
to  call  on  the  customer  to  make  adjustments  and  to  acquaint  the  customer  \7ith  new 
situations  or  new  uses;  and  while  most  car-door  business  can  be  done  by  telephone, 
it  is  no  doubt  necessa^ry  to  call  on  the  custom.er  once  in  a  while  to  see  that  he 
has  no  misunderstanding.  But  I  have  reference  to  that  situation  in  which  all  the 
handlers  of  grain  have  gotten  into  -  the  practice  of  chasing  each  other  around  to 
get  the  other  fellov/'s  business  a,nd  to  prevent  the  other  fellow  from  getting  their 
business. 

It  is  like  a  game  of  tag  with  everybod_y  it.   No  one  institution  is  to  blame; 
the  situation  has  developed  from  a  competitive  system  in  v/hich  os.ch  competitor  has 
been  forced  into  the  doing  of  these  wasteftil  practices,  step  by  step.  No  matter 
how  the  individvp.l  firm  mifht  regret  the  extra  expense,  they  have  had  to  play  the 
game  in  order  to  exist.  And  the  g:ime  may  be  fair  eno'u.gh  ds   far  as  the  competitors 
are  concerned.   If  thsr-  are  no  rules,  they  are  rll  playing  the  sar-.e  game. 

But  all  this  running  around  at  tremendous  cost  does  not  result  in  the  sale  of 
an  additionrl  bushel  of  grain.  It  merely  dcterminos  the  division  of  the  pot;  and 
the  pot  comes  out  of  the  margin  between  the  producer  and  consumer. 

It  has  seom.ed  to  mo  that  individua.l  private  firms  are  not  so  keen  to  correct 
a  situation  of  this  sort  so  Ion:;  as  all  the  firms  arc  under  the  same  ?aandicap.   C;in 
wo  not  stuc.y  this  situation  and  save  much  needless  energ^^,  gasoline  and  tire  expens': 
\'Ie   can  certr.inly  cooperat.^  with  the  Farm  Board  to  the  extent  of  study  on  problem.s 
and  cutting  deep  into  o-ur  present  organization  to  ta.ke  out  unhealthy  or  wasteful 
tissues. 

The  second  suggestion  de'^ls  with  the  problem  of  quality.   One  farmer  stated 
that  three  dealers  had  oecr.   in  his  yard  that  morning,  that  oac:.  had  stated  that 
his  concern  handled  only  No.  2  corn  md  that  all  the  competitors  handled  inff..-:-or 
grades.   The  sun  tot: 1  effect  of  all  this  information  or  misinformation  on  this 
particular  former  was  that  each  and  r.ll  of  the  firms  were  ro-lcing  him. 

And  here  :-gain  in  the  procetis  of  competition  that  has  developed,  a  few  l"irm,c 
may  have  stooped  tr,   r-ther  ^onscrupulous  proctices  .and  the  m-^.jority  of  f  irm-.i  who 
wish  to  do  a  legitimate  honest  business  have  had  diff icultcom-notition. 
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As  long  as  the  Farn  Board  is  assisting  in  carrj^ing  the  grain  through  cooperative 
organizations  to  the  r.arket,  I  •'^n  v/ondering  if  we  could  not  set  up  the  machines  to 
maintain  the  ideiatit7  of  the  grades  to  th:-  ultimate  cnnsuner.  An  intelligent  farner 
could  ]mo\7  that  the  corn  in  this  mixture  was  of  a  certain  grade.   This  would,  I 
think,  neet  '.7ith  the  approval  of  all  but  a  very  minor  group  who  may  be  using  in- 
ferior grades  in  the  feed  mixture. 

I  ac  merely  calling  attenti-^n  to  the  fact  that  the  farmer  ought  to  have  some 
^7ay  of  checking  up  on  the  grades.   At  present  the  farmer  pins  his  faith  on  these 
cooperatives  rnd  cooperations  whom  he  has  confidence  in.  But  I  thinl-  the  fan-ier 
is  som.ewhat  confused  at  tim.cs  to  the  dis.-idvantage  of  the  honest  ■^nd  legitimate  co- 
operative or  cooperation. 

The  third  s-'oggesti on  deals  with  the  policy  of  the  Pui'chasing  Organi3at:.ors 
toward  the  plans  of  the  Farm  Board  in  the  progrrm  of  better  organi?;ation  -a:  thi 
producer's  end  of  the  grain  problem,  a  progrrj?.  perhaps  including  the  redv.ei.-on  -f 
acreage. 

It  m,ay  soom  to  maiiy  that  this  if  successful  me-^.ns  higher  gr.-in  prices,  and  that 
we  will  pay  the  bill.   But  it  seems  to  me  that  the  problem  strikes  deeper  th,-n 
that.   It  is  not  a  problem  of  a  limited  raount  of  gold  in  which  if  the  other 
fellow  g3ts  som,e  there  is  less  for  us.   It  is  a  dynraic  problem  in  which  the  forces 
put' in  motion  kick  bad:,  cr  once  under  way  roll  on  accuirailatinr';  mom.entum  as  they 
go.   No  one  knows  v/here  they  will  finally  land. 

If  we  are  at  present  cultivating  to-  much  land,  where  is  it  to  be  abandonee"? 
If  the  Fedea.:;,l  Farm  Borrd  cor-ld  reduce  acrer^^e  in  the  west,  we  shoi-.ld  be  pleased 
beyond  measure.  Do  we  ev-.r  sto;;  to  consider  whose  land  m.ay  be  abandoned  in  the 
next  10  years? 

Will  it  bo  the.  fertile  land  of  the  Mlp.sissippi  Valley?   I  don't  think  so.   There 
r.ay  be  readjustments.  Fe  must  -nub  down  thousands  r.f  our  farms  along  with  thousand's 
in  the  south,  th^Us-ndo  o--_  the  edge  of  the  western  desserts  and  thousands  in 
northern  Viscnnsin  rnd  Michigan  as  places  of  possible  abandorxnent. 

We  r.ay  pat  ourselves  on  the  b-^.ck  and  live  in  a  fool'-  paradise  but  I  ;-ii   crrt-,in 
that  in  the  end  New  'England  agriculture  will  feel  the  fiill  force  of  the  trend  cf 
agricultui-e  in  the  co-'ontry  as  a  whole.   x, 

If  the  Federal  Farri  Board  had  the  money  and  the  power  to  buy  b:.ck  millions  of 
acres  of  border  land  along  the  western  dry  Irnds  ani  thus  take  them  out  of  pro- 
duction, I  thiak  New  England  could  say  "well  done"— even  though  \7heat  should  go  up 
many  cents  a  bushel. 

fc   No,  I  am  not  so  worried  about  the  price  of  vvheat  going  up  as  I  rjn  the  possible 
backwash  from  the  whole  situ- t ion. 

F  _   One  very  prominent  citizen  has  said  much  about  these  fellows  in  other  states 
diversifying.  Yes,  indeed.  They  r.ight,  for  instance,  develo^^  dairying  and  poultry. 
Lake  any  suggestions  you  please  and  if  y-u  live  with  the  idea  long  enough  it  prlls 
you  back  to  lIe^,•  England.  We  will  bear  a  part  of  the  l^^ard.en   if  we  do  sor^ething  and 
cannot  escape  if  -.jc  do  nothing.  And  so  I  would  conclude  with  the  statement  that  we 
should  bear  witji  the  Federal  Farm  Board.  Not  -iving  them  a  blanket  endorsement  for 
all  the  thmjs  they  may  attempt  but  at  least  wc  can  have  a  policy  of  sympn.thetic 
waocliful  waiting.  A  realization,  if  you  please,  that  if  there  are  burdens  to 
bear,  we  cannot  esc'.pe;  the  badcvash  will  in  the  end  level  the  burden. 
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MARK3T  DSMA2QS  FOE  AGillCULTIElL  PJ:ODUCTS 
Constunsr  Demands  -  D.  A.  Murdock,  Providence .Public  Market 

Providence,  3..    I. 

Introdiaction: 

Mr.  Chairmari  and  members  of  the  }J.   S.  Institute  of  Cooperation,  it  is  truly 
a  i^^ree.t  privile5;e  to  come  before  you  here  this  afternoon  representing  as  I  do  a 
firm  that  has  rl'-'eys  been  particularly  interested  in  the  farmers'  welfare.  Being 
asked  to  speak  on  consumer-demands  for  agricultural  products  I  find  it  a  rather 
comprehensive  subject  since  nearly  all  ovoc   merchandise  originates  on  the  farm.   I 
have,  therefore,  decided  to  point  out  hastily  but  as  completely  as  possible  the 
present  revolution  in  the  food  industry  as  caused  by  co-isumer-dcmands.   The  T?crld 
^.tar  has  beer,  eithor  rightfully  or  wrongfully  accused  of  many  changes  but  certainly 
no  change  can  be  more  justly  laid  at  its  door  than  the  change  in  food  merchandisin  . 
Money  was  plentiful;  the  small  independent  merchant  had  lost  his  credit  hold  on  th; 
comm.unity;  far-sighted,  vrell  organized  concerns  sav/  the  opportunity  and  seised  it. 
New  units  weie  established  to  meet  the  needs  of  ra.pidly  growing  ccmn^-ujiitieG.   Then 
cam.e  the  smash  in  1920.  From  a  period  of  inflation,  heay;/  self  stocks,  and  rapid- 
ly circulating  money,  crane  droppinr  wages,  l.ower  comn-.nd.ity  prices  and  tightening 
money  conditions.   But  these  well  "'rg^nizod  concerns  ha^  sufficient  ce^pital  and 
surplus  to  absorb  the  inventory .losses  and  to  toll  the  public  through  advertising, 
hand-bills  and  actual  shelf -pricing  that  they  v/ere  loading  the  woy  in  lowering 
prices.   That  was  their  cry  and  a  mighty  effective  one.   '-he  tiny  independent 
store  was  on  the  way  out  until  todry  his  der.th  rattle  sovr-ds  on  the  operating 
table  of  indep^.ndont  jobbe.r  chains. 

Speed: 

This  last  decade  ladies  and  .gentlemen  has  made  sp^ed  prrpmount.   '^ver-'-  effort 
is  being  m.ado  to  speed  up  .transportation.   On  the  ocean  we  have  the  Bremen  and 
Gr.-'i"  Zepplin  -  on  the  land  faster  and  faster  express  trr  in  service  from  the  west. 
In  the  air  the  recent  proposal  of  .:  western  syndicate  to  Henry  Ford  for  3OOO 
passenger  planer;.   The  drawing  to^;.jther  of  continents  no  longer  distr.nt  in  miles 
but  distant  only  in  h.urs;  cjid  a.-^ricoltural  production  aided  by  speed  of  transpor- 
tation, refrigeration  and  a  bird's  eye  process  that  cuts  down  the  significance 
of  seasonal  production.  And  what  has  caused  this  revolution  of  speed?  C'->ns"jmer- 
demand.   'Tlie  cry  of  the  housewife  for  something  new  bu.t  yet  for  lomething  that  will 
not  take  too  much  cf  her  time  fror.  clubs,  musicales,  card  parties,  movies,  dancing 
and  incidentr.lly  from  her  children  who  r^-ust  of  cciu"^e  bo  on  this  or  that  diet. 
Tlie  housewife  of  today  wants  to  be  able  to  step  out  of  her  hom.e  r.nd  in  a  walk,  or 
automobile  ride  -^f  5  minutes  .return  with  the  supp.;:r  which  can  be  cocked  on  a  grs  o" 
electric  range  in  half  an  hour.  We,  'tur  firm,  and  thousands  of  others  ar„-  true 
public  sorv-ants.  Ic   serve  the  farmer  on  the  one  hand,  and  the  hoxisewifo  on  the 
other.   To  bo  successful  we  must  be  s^,Tr.pathetic  to  the  wantr  of  both  and  believe 
me  the  'consumer  Icnows  v/hr.t  -Sno   wants.   The  rr.pidity  of  tr.'-.nsport'  tion;  the  ex-tiremc 
care  with  which  the  westerners  paci'  their  frrm  produce,  have  brotight  their  mer- 
chandise in  direct  competition  v/ith  our  native  raised  prodiicts. 

At  last,  hov/ever,  our  JTew  Englan.d  farm.ers 'are  learnin",'  to  raise  qua!'.i;;y  pro- 
ducts .'-.nd  pack  them  uniformly  r.nd  by  grade.   The  consumer -demands ,  gentlemen, 
quality  merchandise  at  a  fair  price. 

The  Field  gf  Cooperatives:      ' 

In  the  f"ce  of  this  representative  and  rell  informed  .group,  I  hesitrte  to 
discuss  the  causes  and  prob~ble  results  of  cooperatives  or  the  goverrjnent 's  ro- 
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cent  experiment  through  the  farm  board,  but  I  om  going  to  sa-/  thr.t  in  my  opinion 
cooperative  organizations  liave  a  most  important  function  in  the  field  of  agricul- 
ture; that  function,  hov/ever,  is  cooperation  in  production,  not  an  attempt  through 
inexperienced  management  to  control  the  ultimate  price  of  their  merchandise.   The 
combining  of  farmer  groups  for  the  purchase  of  seed,  grain  feed  and  machinery,  but 
more  particularly  the  dissemination  of  information  concerning  the  most  progressive, 
methods  of  raising  quality  products.   Gentlemen,  the  conGumcr  demands  from  us  as 
your  distributor,  a  superior  and  uniform  product.   If  Hhode  Island  raises  superior 
Mcintosh  apples  and  markets  them  properly  packed  and  graded,  the  great  consuming 
public  will  be  locking  for  those  apples.   Cooperatives  cannot  control  the  price 
of  their  products.   The  consumer  \7ill  decide  at  what  price  the  apples  will  be  sold 
and  the  price  received  by  the  farmer  will  increase  or  diminish  according  to  this 
consumer-demand.   Competition  between  competitive  receivers  of  fa.rm  produce  will 
bring  to  the  farmer  a  fair  price.   I  could  cite  the  instance  of  one  of  the  greatest 
cooperatives  in  the  country  to  prove  my  contention  that  consumer- demand  governs  the 
ultimate  price.   Coopero.tion  should  teach  the  farmer  the  most  economical  way  to 
produce  and  tliat  the  hazards  of  the  highly  speculative  field  of  farming  can  be 
lessened  by  the  production  of  a  cuality  product. 

Bnkery  rjid  Delicatessen: 

To  show  more  clearly  the  trend  of  consumer-demand  I  want  to  revert  to  the  idea 
of  speed  in  food  m^erchandising.  More  and  more  today  the  consumer  wants  to  be 
able  to  buy  a  meal  completely  cooked.  Hence,  the  spectacular  rise  of  the  delica- 
tessen stores  in  all  large  centers  of  population.  He  have  these  departments  in 
each  of  nur  seven  stores  v/here  the  consumer  can  buy  salads,  roasted  meats,  pressed 
meats,  sliced  meats,  potato  chips,  desserts  and  so  on  -  but  many  people  do  not 
even  want  to  take  cooked  food  home  to  eat,  so  we  have  gone  one  step  further  and 
in  four  of  our  stores  have  installed  large  lunch  department  and  the  food  is  good.  . 
Flour  and  sugar  used  to  be  called  leaders  in  food  merchandising.   If  we  wanted 
some  extra  business  we  would  have  a  flour  or  sugar  sale,  but  this  tim.e  has  passed  - 
and  \7hy?  Because  the  consuc.er  doesn't  v/ant  to  take  the  time  to  bake  and  why  should 
she?   The  sales  of  bakery  bre'-d  are  increasing  every  day.   This  is  du.e  to  the  fact 
that  scientific  methods  are  used  in  the  production  of  brkery  bread.   The  bake  is 
uniform  in  texture  -  the  quality  is  always  the  sa-r.e  and  invariably  good.  But  not 
only  do  thepe  large  bakery  concerns  Ir^ke   bread  but  they  also  brJ-re  ccke  and  supply 
the  housewife  at  a  very  low  cost  an  excellent  piece  of  ccke  frosted  or  plr.in. 
These  cakes  are  now  wrrpped  in  celophane  which  prevents  the  eva.por.'.tion  of  moisture 
and  keeps  the  calces  moist  for  several  drys  at  a  tine.  Your  grandmother  r.nd  mine 
used  to  m.3lce  I5  or  20  pies  at  a  time  and  put  them  down  in  ftie  col'',  cellrj-  on  shelves 
already  laden  with  hom.e  made  preserves  but  the  housevvife  of  tod-^y  can  go  into  any 
high  class  food  store  and  buy  a  pic  nearly  as  good  as  grandjnother  iised  to  mrke  - 
not  only  that,  but  prreserves  and  jrxr.s   are  ~ade  pur::;  in  every  way  and  very  nearly 
as  good  as  grandinother  used  to  make  -  fiorther  more,  there  is  not  the  danger  of 
fermentation  of  these  jr-jris  and  jollies. 

Dietary  Iixfluences: 

The  consu'^ier  mind  is  becoming  medically  inclined,  due  in  part  to  tremendous 
advertising  drives,  sponsored  by  national  organizations,  and  by  actual  medical 
opinion.   Doctors  are  tending  to  .advise  a  decrease  in  the  consumption  of  meato  rnd 
meat  products  and  advising  a  much  larger  consum.pt ion  of  dairy  products,  green 
vegetables  and  fruit.   The  effect  is  particularly  noticed  in  dairy  products. 
Butter,  the  r.ost  im^portrnt  dair;"-  product,  has  increased  in  sales  in  the  past  year 
in  spite  of  a  very  demoralized  market.  Most  large  ret.-iling  concerns  handle  one 
or  more  grades  of  butter;  we  hand.le  three  grades  of  butter,  but  in  the  last  three 
years  the  change  from  the  low  grade  to  the  best  grade  of  butter  is  cuite  apparent. 
_  The  consu-ier  is  becoming  butter  wise  rnd  wo,nts  a  delicate  sweet  fragrant  butter 
for  her  table  usage.   The  other  grades  of  butter  may  be  suitrble  for  conking  but 
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the  best  is  none  tof^  good  for  the  r.vorage  housewife  to  use  on.  her  tr.ble.  The  best 
butter  as  you  laio?;  is  r.ade  in  the  states  of  Minnesota,  Iowa  and  '.visconsin.   There 
they  liave  spaxed  no  effort  to  inprove  the  nuality  of  their  product.   The  Universi- 
ties offer  the  facilities  i^'f   experienced  chcinists  for  analysis  of  butter  defects; 
the  various  associations  have  imported  c:q3ert  Danish  butter  rnrjres  and  the  industry 
as  a  whole  has  been  conducted  along  strictly  business-lihe  and  economical  lines.   It 
is  more  difficult  today  to  buy  poor  butter  than  it  is  to  buy  good  butter.  The 
buttermaker  is  no  longer  satisfied  to  produce  just  butter  but  he  is  intent  on  reach- 
ing a  high  scoring  in  his  returns  for  his  merchandise.   The  milk  is  being  hand  sep- 
arated on  the  farm  and  brought  in  to  the  creamery  at  least  once  a  day;  the  cream 
when  receiv:d  is  perfectly  fresh  and  sweet  and  mrkies  the  finest  butter  imagineable. 
The  consumers  are  no  longer  satisfied  with  an  inferior  product.   Tlie  consimption 
of  cheese  has  increased  even  more  rapidly  in  the  past  several  years  than  the  con- 
sumption of  bvi;ter.   It  is  interesting  to  note  that  the  largest  proportion  of 
cheese  sola  in  this  countr^/  called  Cheddar  Cheese  is  strictly  indigenous  to  the 
United  States.  At  the  present  time  cheese  is  selling  at  the  lov7est  price  it  has 
sold  since  I916  with  the  one  exception  of  June  1921.   The  York  State  v/ashed  was 
formerly  considered  the  finest  cheese  made  but  nov;  V/isconsin  pressed  curd  cheese  has 
surpassed  it  in  quality  in  the  minds  of  most  buyers.   But  York  Strte  not  to  be  out- 
done is  making  a  cheese  similar  to  the  Wisconsin  and  calling  it  the  State  Brand. 
Milk  and  creriz  rJ.v:ays  two  of  the  most  important  items  in  the  driry  line,  are  also 
two  of  the  most  difficult  for 'the  distributors  to  h.-jidle.  But  here  again  auality  is 
paramount.  JTo  doubt  mar^  of  you  present  Iciow  Mr.  I'ranl'rlin  Strictland  and  his  herd 
of  Holstein  cattle  -  I  believe  one  of  the  finest  in  the  erst.  ¥0  handle  the  entire 
output  of  his  herd  and  find  that  we  can  get  from  six  to  seven  cents  a  quart  more 
than  we  can  for  other  grades  of  milk  -  inferior  in  c-jr.lity.  Another  interesting 
featureof  milk  sales  is  that  frjnilies  purchase  2  or  3  different  grades  of  milk  to 
cover  the  f,7r.:ily  requirements.   Tlie  best  proof  of  the  consumer  demand  for  quality 
lies  in  the  milk  routes  of  small  independent  dairies  who  peddle  their  milk  in  sub- 
urban centers.   Tliese  fanciers  invariably  got  0  high  premium  for  their  milk  v'hich 
is  co.refully  produced  and  graded,   ■"ithin  sevcr-l  months  3U'^  crcT,  has  swept  the 
Providence  market  by  storm.   Tliis  crerm,  while  a  good  grade,  lacks  the  heavy  butter 
fat  content,  has  appealed  to  the  people  through  its  serviceability  rnd  lev;  price; 
v/hile  this  grade  of  cre"m  is  selling  at  a  tremendous  rate  in  our  stores  we  find  it 
has  hardly  .lessened  the  srlc  of  our  fancy  hoi>   crea/n. 

We  re  c  eive  m.any  native  broilers  but  not  enouih  to  take  care  of  our  trade. 
Western  broilers  are  not  to  be  corprred  in  oua,lity  v/ith  ovr   natives.  Native  fowl 
comes  into  our  stores  in  very  smrll  quantities  and  does  not  m.ake  up  over  l^c   of  our 
total  remount  of  fowl  handled.   The  largest  part  of  native  fowl  are  picked  up  on  the 
farm,  by  Jewish  pedlars  to  be  brought  into  the  live  poultry  market  in  Providence. 
At  the.  holidays  we  handle  some  50^^  native  turkeys  -buying  them  from  farmers  whose 
flocks  we  are  frmiliar  with  from,  past  experience.   Tnese  farm.ers  raise  r  quality 
product,  pluck  and  grade  their  birds  very  carefully.  Hli'-.de  Island  does  not  raise 
manj'  native  ducks  bur,-  we  receive  large  supplies  from  Massachusetts  and  very  few  from 
the  vTest.   The  consumer  prefers  the  Massachusetts  duck.   Some  JOfo   of  our  total 
sales  of  squab  are  na.tivas,  the  brlance  comes  from  California.  Native  veal  is  in 
groat  demr-nd  by  the  consum.:.r.   In  our  largest  store,  the  Providence  Public  Market, 
T/e  sell  approximr.tely  3OOO  veal  a  year.  The  quality  of  the  native  veal  is  far 
superior  to  the  V^esteru.runnin.j  better  for  size  also.   In  our  other  stores  we  use 
over  5000  veal  from  northern  New  England. 

Our  customers  will  pay  very  good  prices  for  native  calves  liver,  rnd  we  get  .-11 
that  we  can  h.-r.dle.   Other  native  products  for  which  we  have  a  seasonable  demand 
are  hot  house  Irjnb  from  Massachusetts  for  which  we  pay  $10  to  $1?  for  a  c.-ircass 
that  wei.;;lis  but  28  pounds;  venison  of  which  wo  use  20  or  25  in  the  course  of  a 
year  and  boar  meat  -  r.ainly  the  chops  steaks  and  claws.  I  wish  you  could  sec  the 
Chinamen  figliting  at  one  of  -ur  bear  claw  auctions  where  we  get  as  high  as  $10  a 
set  for  the  bear  claws. 
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As  I  scid  iDefore  the  doctors  h-^ve  'beeM  prescribing  nore  green  vegeto.bles  and 
fruit  in  tlie  diet.  During  certr-.ln  socisons  of  fne  yer.r  we  handle  almost  exclusively 
vegetables  frorr.  Californir,  particularly  asparagus,  spinach  from  Texr.s  and  many 
other  vegetables  fron  Texas  also;  and  vegetables  fror.i  other  southern  states  inclu- 
ding Florida,  Mississippi  -nd  the  core  northerly  states.  Bat  from.  April  until  the 
first  frost  native  vegetables  hold  the  market.   Tlie  consumer  dcnand  for  vegota'^lerj 
has  increased  nearly  five  fold  in  the  J.ast  ten  years.  Tie  a.re  selling  trerrprj^c  ly 
qur.ntities  of  lettuce,  spinach,  celery,  asparagus  and  the  more  conmon  ve^^   '  i  a-, 
such  as  cabbage,  turnips,  sq-Jash,  etc.   The  consuiner  wants  her  spinach  as  -^j.  >:  ±y 
clean  •^s  possible  ma   a.bsolutely  fresh  from  the  frxm.      She  wants  her  bear;.  rrL 
peas  freefror.i  rtist  and  picked  today;  this  means  that  the  farmer  has  to  gbC,  .jp 
early  in  the  r:orning  and  meet  our  b'uyer  on  the  street  around.  U  o'clock  in  ■'.h-.  aj'Tn- 
ing;  here  the  goods  are  sold  a.nd  delivered  in  our  stores  by  7'30  i^  ^^^     ■■•"■•■^n  ;.■ 
3y  7  '''clock  at  night  the  vegetables  are  eaten  in  the  homes.  Tliis  prov'  '-■  ■    ,or/ 
rapid  turnover  for  the  farmers'  product.  Tuesday  of  this  v/eek,  v;e  purc''v  :  ..  1)^ 
boxes  of  iceberg  lettuce  from  Kin  -ston  College,  -  the  vegetable  bu^^cr  f.i^'    t^"----- 
pains  in  telling  me  that  it  was  by  far  the  finest  lettuce  he  had  seen  this  year  ana 
he  v;as  willing  to  pay  a  prem.iun  for  this  type  of  product.  We  can  put  quality  mer- 
chandise on  our  counters  at  2ff  or  3'^  ^  piece  or  a  pound  more  than  m.ediocre  goods 
and  completely  sell  them. out.  Tlie  consumer  deaa.nds  from  us  fancy  fresh  crisp  and 
well  graded  vegetables  and  we  have  to  supply  her.   The  sale  of  frvit  has  rlso 
incrersed  tremendously.   Tr.ke  for  instance  miOlons,  apples  a.nd  strawberries  -  the 
difficulty  with  strawberries  or  rnj   other  berry  is  the  proyerbia.l  top^-^in^  off  of 
the  fruit.   Customers  have  grov/n  wary  of  berries  and  r.lvays  want  to  fp  -^he  box 
upside  dov;n  to  look  at  the  bottom  fruit.   Tliis  causes  a  distinct  loss  ci   value  to 
the  fruit  and  eventu?.lly  to  the  farmer,  because  we  have  to  protect  ouicexve;^  against 
this  loss  by  paying  less  for  the  fruit  unless  we  Iciow  the  pack  to  be  nr..i":.',rn 
throughout.   I  have  in  mind  a  particulp.r  shipper  of  strr.wberries  who  l^rJr..;^3  his 
goods  to  two  of  our  stores  and  for  which  we  pay  considerable  prem.ium,  lw:   the  m.ax- 
ket.   VV3  sell  these  berries  u:ider  his  nrme  on  our  counters  and  the  cu'>'trir;c--.  j  a.-.cept 
them  without  question,  v.'hich  is  a  distinct  advantage  both  to  the  farmer  r,r'  '~.-i.."^elve' 
Last  yer.r  v;e  had  a.  shipment  of  blueberries  from  North  Carolina  and  after  r_,.)i-r.l;ig 
the  crates  and  dumping  out  several  boxes  of  the  berries  vre  discovered  the  i^^'i-'Jd^'  .1 
quart  baskets  were  packed  at  the  bottom,  with  corn  husks  contrining  less  thar.  a  pint 
of  berries  in  each  box.  Th'.t  of  course  is  an  extreme  case,  but  I  cannot  emphasize 
enougli  the  dem.and  of  the  consum.er  for  a  fair  and  uniform,  pa.clcage.   The  consunier 
does  not  aJways  ask  for  the  best  quality,  but  the  quality'  must  be  uniform..   And 
this  point  is  brought  out  m:0st  cle'rly  in  the  egg  departments. 

This  shows  thr.t  the  consumer  apprecirtes  value  a.s  well  •'■s  quality.   Now  I  want 
to  speak  about  native  eggs.   This  is  a  subject  in  v;hich  I  take  particular  interest 
and  some  pride  in  having  developed  this  business  with  the  nearby  farmers.  We  have 
listed  some  JiOO   frrmers  who  regul'-^rly  ship  their  eggs  to  us  throughout  the  year.  "vVe 
guarantee  these  friends  of  ours  a  m.^^rket  at  -^11  times,  for  their  eggs  regardless 
of  how  many  they  may  shijo.   Som.eti-"es  we  have  to  put  these  e.gcf:-  into  storage  and 
sell  them,  later  on  in  the  year  a.s  a  storage  egg  bu.t  we  cheerfully  ass"'jme  this  slight 
loss  in  order  that  we  m.ay  have  a  steady  supply  throughout  the  yep.r.   I  understand 
that  the  various  agricultural  associations  advocate  the  purchr.se  of  l?liite  Leghorn 
chicks  for  the  flocks  of  our  farm.ers.   Tnerc  is  no  doubt  but  that  the  VTnite  Leghorn 
egg  is  very  sweet  and  v/ell  merted,  but  unf ortunr.telj''  not  large  in  size.  However, 
vre  accept  ell  sizes  and  grades  of  eggs.  'These  eggs  arc  shipped  to  us  by  the  far- 
mers daily  and  brought  directly  to  our  large  store  on  TJestminster  Street.   Here 
we  employ  som.e  5  to  7  ef^S  candlers  A7ho  make  out  a  carefully  considered  report  of 
each  case  of  eggs  from  each  shipper.   At  the  present  ti'e  we  use  four  grad.es  in 
making  our  returns  to  the  far::-,er.   A  premium-,  gr'de  f'^r  which  e^^i;?   must  v/eight  26 
ounces  t'^  the  dozen;  a  medium  grade  egg  running  from.  22  to  2U  ounces;  and  -all  under 
which  are  very  few  at  the  present  ti.-^e  we  call  pullets.  We  pc^  a  differential  of 
at  least  24   a  dozen  for  these  premium  eggs  so  that  it  pays;  the  fr.rm.er  to  pr-^duce 
larger  eggs.  Providence  and  New  York  used  to  be  brown  e.gg  cities,  but  they  are  now 


white  e^g  cities.   However,  v;e  do  not  ir.rJke  any  distinction  bat\7een  brown  or  white 
eg.js  since  either  color  sells  with  eour.l  facility.  But  there  is  one  peculiar 
feature,  peoi:le  generally  feel  that  d.   white  eg-^  is  a  native  eg-;^,  and  a  brown  egg 
is  a  western  egg.   I  suppose  this  is  because  nost  of  our  native  eggs  are  white. 

Our  relationship  v/ith  these  egg   shippers  has  f ortujia,tely  been  mutually  satis- 
factory in  most  cases.  We  have  nany  shippers  on  our  lists  who  have  been  there  for 
over  twenty  years,  and  the  rcajority  for  five  or  more.  iTe  consistently  pay  as  high 
a  price  as  the  consur.er  will  pay  us  for  the  eggs.   This  agrin  shows  that  the  con- 
sumer denand  determines  the  ■nrice  that  we  can  return  to  the  fp-rmer. 


Copy  of  letter  read: 


ear  Sir: 


lirst  of  all  we  wish  you  all  a  Briglit  n,nd  Happy  Easter.  Just  a  few  lines 
I  will  drop  you  that  I  don't  understand  that  I  have  so  many  cracked  eggs  every 
week  for  I  Itnow  in  my  own  heart  and  soul  that  it  coul-!'.  not  be  so  mrny  cracked 
eggs'for  I  handle  them  very  careful,  I  loiow  it  to.   But  some  mast  be  careless 
handling  these  cases  at  the  ma.rket  there  for  I  never  had  so  many  cra.cked  eggs 
as  now  why  you  can  see  yourself  rnd  this  year  so  many  cracked  eggs  it  is  impossi- 
ble and. I  Taiow  it.   So  please  be  so  kind  and  take  care  of  this  that  they  should 
not  handle  the  egg  cases  with  the  eggs  so  rougli.   For  you  know  that  if  it  would 
be  yourself  and  you  l-oiov  how  you  send  your  eggs  \ihj   you.woul-  do  the  same  thing, 
as  I.  You  vrauld  write  to.   So  please  do  not  get  mad   at  this,  for  I  v/ould  not 
say  one  word  if  I  would  send  them  like  that  but  I  don't. 

From  your  Fried, 

And  he  still  isJ 
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IvIAEKET  DSIIAMIlS  FC5R  AGRICULTURAL  PRODUCTS 

CONSUMER  DSr-^AiroS  —  R.  C.  POSTERS,  DIRECTOR 
First  Uational  Stores,  ProvidoncG,  R.  I. 

It  is  a  privilege  and  a  pleasure  to  be  here  tod?y  at  yo-ar  kind  invitation  and 
First  National  Stores,  -iThom  I' represent,  deeply  appreciate  the  honor.  We  ara  a 
Ucv;  England  orgrnization,  owned  and  controlled  hy  Uetr  Englanders,  doing  business 
in  every  Hev;  England  St;  te,  and  wc  keenly  realise  that  our  future  progress  and 
prosperity  depend  on  the  progress  a.nd  prosperity  of  these  State  and  on  the  good 
will  of  our  entire  people.  "    ,  .  ' 

The  subject  I  have  seen   asked  to  talk  about  is,  "Consumers  Derrnd".   The 
creating  of  this  demand  is  based  on  sound,  under-lying,  economic  principles  and 
while  the  applications  of  these  principles  may  var-?-,  according  to  ,the  different 
kinds  of  business,  fund'-mentally  they  must  be  the  sajnc. 

It  seems  to  me  that  the  most  important  of  these  principles  which  tend  to  mrke 
for  ConsuTiers  Demand  are  fair  prices,  ouality,  service  and  cooperation  couple'd  with 
efficient  merchandising  methods  and  honest  advertising. 

To  illustrate  these  points,  I  want  to  cite  an  actual  happening  of  today,  talc- 
ing some  facts  and  figures  from  an  address  delivered  by  our  tre^-surer,  Mr.  Ad-^ms, 
before  the  Union  Agricultural  Meeting  at  Hartford,  Connecticut,  last  February. 
He  said  —  "about  nine  years  r- ro  we  made  our  first  substantial  step  into  a  co- 
oper.'tive  connection  with  a  small  group  of  milk  producers,  dairymen,  located, 
at  Bellows  Falls,  Vermont.   They  had  a  problem  of  distribution  and  it  was  a  trou- 
blesome one  but  they  hr.d  a  product  our  company  wanted.  One  evening  in  Bellows 
Falls,  seated  at  a  table  with  a  few  wise  old  farming  heads,  we  entered  into  a 
mutual  understanding  with  each  other,  entirely  verbal,  but  complete.   There  viere 
no  written  contrrcts  or  signatures.   All  of  us  believed  we  '"ould  be  held  together 
because  of  a  mutual  need  rjad  were  convinced  of  the  sincerity  of  each  other's  pur- 
pose". 

Gentlemen  —  Here  was  cooperation  and  service  combined.   "I  will  now  furnish 
you  in  a  few  figures  the  res-'olt  of  that  evening". 

And  here  is  where  fair  price,  and  I  mern  by  that,  a  price  fair  to  producer, 
distributor  and  consumer,  and  cua.lity  ^.f  product  coupled  with  efficient  merchan- 
dising method "=  and  honest  advertising  enter  — 

From  a  business  of  $563,233.00  in  I523  to  $2,006,?60.00  in  I929  and  a  large 
increase  over  the  latter  figure  for  1930- 

We  here  today  are  primarily  interested  in  cooperation  by  Nev  Engl-nders  for 
Nev/  England  i  n  all  its  lines  of  endeavor. 

Your  secretary  kindly  told  me  I  might  sp::ak  on  any  subjects  related  to  our 
mutual  interests,  and  agricultural  interests  vitally  concern  us  rll. 

Is  there  any  reason  why,  with  a  proven  success  as  an  exrmple,  other  coope'.'ative 
successes  should  not  be  made  by  the  joint  efforts  of  all  distributors  and  producers 
of  agricultural,  poiiltry  and  dairy  products. 

\7hile  liev  Engl£  nd  v/rs  becoming  industrirlieed,  it  rLnost  seems  as  if,  in  a 
measure,  the  fact  was  lost  sight  of  thrt  we  can  produce  here  many  products  at  least 
—  ecual  in    ,  if  not  better  than  those  produced  in  other  sections  of  our  country. 
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\7hilo  we  may  not  be  able  to  produce  enough  of  most  things  to  care  for  our  entire 
year  round  consumption  by  producing  what  we  can  in  a  better  way  there  would  be 
established  a  consiimers  demr.nd  to  absorb  our  entire  output  and  yield  to  our  pro- 
ducer a  return  worthy  of  his  effort. 

By  this  very  demand,  created  by  the  cuality  of  the  products  the  cost  of 
marketing  is  decreased  as  distributors  would  be  seehing  for  these  products.   This 
works  to  the  advantage  of  both,  the  producer,  in  that  it  relieves  him  of  the 
added  expense  of  finding  a  market  for  his  product,  and  the  consumer,  in  that  he 
pays  only  a  fair  price  commensurate  to  the  auality  of  the  product  he  buys. 

There  is  alv/ays  the  cuestion  of  what  is  the  distributor  getting,  and  I  would 
like  right  here  to  state,  trken  from  figures  given  by  Mr.  Ad-'-ms,  the  following — 
"The  approximate  distribution  of  every  dolL-^r  received  over  our  counter  7^  cents 
has  gone  to  the  producer  or  manufacturer,  10  cents  to  labor,  5  cents  to  trans- 
portation, 2-^(1:  to  rent,  lf-(?  to  taxes,  l-"7<#  to  stockholders,  and  li-^  to  surplus  and 
development.  Uow  that  is  splitting  the  dollar  pretty  f-,ir  betv;een  the  consumer, 
the  manufacturer  and  producer. " 

I  think  this  would  be  generally  true  of  most  large  concerns  dealing  in  the 
necessities  of  life. 

To  return  to  our  Hew  England  products.  ITliile  wo  hear  at  times  criticism  of 
our  climate,  it  is  a  climate  peculiarly  suited  to  our  own  products,   IJveryone  will 
agroe,  that  there  is  no  finer  potato  thrn  '.a  properly  grown  ,--nd  well -graded  Maine 
potato,  and  this  fo.ct  is  well  recognized  outside  the  cori'ines  of  l\[ew  Englrnd. 

A  properly  grown  well-graded  New  Sngland  apple  is  to  a  ilew  Englander,  the 
finest  apple  there  is,  yet  m.any  thousand  busels  iLore  thrn  there  should  be,  c^me 
into  our  states  each  ye:r  because  generally  our  ■  pple  growers  do  not  give  the  same 
care  to  the  growing  and  grading  of  their  product  that  the  grower  of  the  Western 
apple  gives  to  his.   There  arc  severrl  growers  ?.n  ITew  Snglmd  who  hrve  given 
this  care  and  grading  to  their  apples  and  have  profited  v/cll  and  found  a  ready 
market  for  all  they  can  produce.   This  sar.e  thing  would  hold  true  of  all  v/ho 
follow  their  methods. 

We  attempted,  some  ti:Tc  ago,  a  cooperative  plan  with  apples.   At  first  the  gua,- 
lity  and  grading  was  excellent.  A  consumers  denrnd  was  created-   Then  a  gradual 
lot-do-rn  in  cur.litj^  ;md  grading  on  the  part  of  the  pmducor,  immediately  followed 
by  a  declining  demrnd  from  the  oon'3um.er  with  the  final  ro'^ui-f'  a  failure. 

Our  egg  prod-ocerp  v/ould  Jind  a  readj'-  narkei:  and  r  ■  .  i,.r;i  ■';;.;  1."  <r  :heir  entire 
production  if  they  i.'-^uid  g^^'^e  moi'c  r,^x^   t  >  the  p-zoluclnr:  rvri  ^/:c.:\^i_   -if  their 
eggs.   I  have  been  i:-  Jaliforuia  £or_;e  liuile  ti-n-  ito.  in.:...  th:;  ".vpi-  two  years  and  have 
alavays  been  greatly  irr-Ox'es;:.ed  b^'  t^i^  th^roi- -^hr.e  J'^  .r' th  -^'-^^j.a  'ziv-   g.'-co.t  cooperative 
^^s,   companies  hanale  th^ir  proc^ucts.   Bcginnirg  \-i!;:  t:  .e  hou'ing  .-na  "ceding  of 
the  hens,  the  daily  proriipb  collection  of  tl'e  egg;  ,  •i/ho  hc:  lTdlIous  gr.ading  of  the 
sr>jr.e  at  the  rcccivin..-  p.,.en^.r;,,  th-  careful  packing  and  -ohipriug,  the  very  things 
that  they  are  doing  so  v.'ell  are  nrk'ng  for  the  increasing  favor  of  the  consumer 
and  the  ready  market c  for  their  eggs  in  all  sections  of  'tu  countrv.  Tny  should 
we  not  do  the  sa^ne  things  vhii^h  Uiey  arc  doing  so  v/ell  fo"  'an  own  Ne-.v  England 
product.   Tliere  is  no  qusscion  oxir  own  home  mcrkcts  world  consuiue  our  entire 
production  rjid  at  a  better  price  than  outside  eggs  coiild  de-nard  if  we  will  do  these 
things. 

"We  tried  also  some  ti:..e  i\gn ,  a  cooperative  pla;-'.  ./:"  th  t-gfs  T?ae  product  v/as 
identified  and  brrjided  to  indicate  its  source,  and  the  consur-er  readily  accented 
it  at  the  start.   Then  poor  grading  crept  in.   Tliere  wero  occasionally  sor-c  r.oor 
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eggs  —  there  Mere   some  srnr.ll  r.nd  dirty  eg-;-s  now  md  then  —  soon  the  consumer 
did  not  want  the  trand  —  v;e  could  not  sell  it." 

The  foregoing  applies  as  well  to  our  A.rAry   industr;-.   In  some  section  of  Neiv 
England  oJrerdy  tzhere  these  methods  are  "being  applied,  this  industry  is  in  a 
position  unsurpassed  by  any  other  section  of  this  country,  and  the  producers  are 
doing  better  for  themselves  all  the  time-  A^aiii  I  v/ill  quote  some  figures,  which 
in  face  of  the  gener-  1  comr:.odity  decline  in  prices,  are  very  potent  and  show  what 
a  real  cooperative  can  do  for  itself  and  help  the  industry  as  a  whole. 

"I  will  now  furnish  you  composite  returns  per  cwt.  of  milk,  including  surplus 
milk  in  that  territory,  to  the  outside  independent  producers  whose  product  is 
marketed  by  the  H.E.M.P.A.  and  through  I'rge  -wholesale  and  retail  distributors. 

The  av.-rage  composite  return  made  by  us  for  the  year  to  the  Bellows  Falls 
producers,-  the  average  composite  ret\rrn  mrde  to  the  independent  producer  by  the 
large  milk  distributors  and  the  composite  return  made  by  another  large  cooperative 
organisation  operrting  in  the  sr-me  territory  are  sho\r.i  as  follows: 

Per  cwt.  for  3*7  niilk 

Year Bellows  ?alls* Larger  distributor Large  Cpo-perative 

1922  ■    2.^,92  2.367  2,329 

1923  2.715  2.S93  2.607 

1924  2.6^9  2.337  2.353 

1925  2.7bU  2.570  2.4U4        i 

1926  2. SOS  2.560                   2.U09  . 

1927  2.926  2.651  ■  2.U7g 

1928  2.9S^  2.7U9                2.565 

1929  2.9SO  -  2.767                   2.623 

*  After  all  plant  expenses,  pla.nt  amortization  and  5^  0^  members'  investment. 

Certainly  the  above  facts  are  strong  evidence  of  what  a.  tine  cooperative 
effort  can  do  for  the  producers. 

The  State  Boards  of  Agriculture  of  our  various  states  are  doing  r  splendid  work 
in  aiding  and  advising  the  New  England  producers  and  their  efforts  are  undoubtedly 
appreciated.   Does  the  individual  producer  fully  realise  that  their  unselfish 
efforts  for  the  benefit  of  Hew  England  agriculture  as  a  whole  and  that  whatever 
they  do  that  benefits  all  mist   of  necessity  benefit  him  as  an  individual  and  that 
only  by  giving  his  whole  hearted  cooperation  can  he  bring  success  to  their  efforts? 

With  distribution  so  closely  tied  up  with  production,  are  the  State  Boards  of 
Agriculture  cooperating  with  the  distributors  as  they  should?  There  certainly 
should  be  some  mr.terial  good  derived  from  a  closer  coope  a. tion  between  the  two 
which  would  benefit  rll  whoso  interests  are  so  closely  related  and  there  is  no 
way  that  corisumors  de-,nrnd  can  be  stimulated  more  then  by  getting  the  best  of  pro- 
ducts to  them  in  the  most  economical  way. 

There  is  a  subject  which  seems  ouite  fitting  to  discuss  before  the  meeting 
of  an  orgr^nization  of  this  chara.cter,  and  that  is  the  cooperation  between  our 
New  England  states  for  the  benefits  of  New  England  as  a  whole.   We  should  strive 
in  every  way  to  prevent  sectionalism  from  developing  among  our  States  brought 
about  largely  by  a  lack  of  understanding  of  the  aims  and  piu-pose  of  one  another. 
No  legislation  should  be  enacted  by  the  individual  states  that  willcreate  an  ani- 
mus between  the  states  an^  willtend  to  undo  the  great  work  being  done  by  our  New 
England  Coujicil  for  New  England. 
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As  an  oxamplo,  recent  legislation  in  the  State  of  Il?iOde  Island,  if  permitted 
to  endurs,  woiild  tend  to  develop  sectionalism  and  discrimino-tion  between  New 
England  states  in  their  interstate  ri'fairs.   I  refer  to  the  recent  milk  legisla- 
tion. 

Termont  primarily  is  a  dairying  state.   Nov/  the  Vermont  producers  are  T7ell 
avYare  that  Rhode  Island  must  import  a  substantial  part  of  the  milk  cons-umed  there 
and  they  a.lso  feel  that  they  produce  a  superior  quality  of  milk  and  which  is 
e  >±remely  desirable  for  the  constimers.   Supposing  they,  and  in  Verymont  they  are 
a  very  important  interest  in  the  business  life  of  their  state,  through  a  spirit 
of  resentment  or  retaliation  decided  to  discriminate  against  all  products  originat- 
ing in  Hliode  Island,  to  refuse  to  allow  Rhode  Island  contractors  the  right  to  bid 
on  their  roa.d  work  and  building,  such  a  spirit  would  be  most  disastrous.   Conse- 
quently, we  feel  that  discrimination  should  not  be  permitted  to  arise  between  New 
England  States  themselves  rjid  only  when  it  is  cle.'^rly  shown  after  a  frank  under- 
standing between  the  states  concerned,  that  a,  situation  has  arisen  which  is  harm- 
ful to  the  producer  and  constimer  as  well,  should  that  state  enact  legislation  to 
protect  itself.  Also,  generally,  should  not  the  actual  Quality  of  the  product 
admitted  rather  th"n  in  wh?.t  part  of  New  England  it  may  have  been  produced  or  pre- 
pa.red  have  a  most  important  consideration  give  to  some  in  the  final  analysis. 

^    "The  'viury  foundation  of  business  is  based  on  mutual  confidence  and  belief  in 
the  honest  intent  of  those  doing  business  with  one  another  and  if  our  Ne\/  England 
States  do  not  share  these  beliefs  in  each  other  and  are  not  willing  in  every  way 
to  strive  unselfishly  along  these  lines,  they  can  not  hope  to  give  New  England  the 
higti^ place  in  our  United  States  which  riglitfully  belongs  to  her. 
;*  ■  ■  *"   "^ 

In  closing  let  me  say  that  in  every  way,  so  far  as. we  Dxe   allowed  to  do  so, 
First  National  Stores  stands  ready  and  willing  to  do  its  part  in  helping  all 
efforts  which  will  help  New  Englrnders  and  New  England.   —  I  thank  youJ 
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liASKET  DEMAMDS  FOH  MILK 
C.  E.  Hough,  Mgr. ,  Connecticut  Milk  Producers '  Ass'n. 
Hartford,  Conn. 

I  want  to  take  issue,  if  I  may,  with  a  statement  "by  the  gentleman  from  the 
Providence  Public  Markot  thrt  farmers  should  cooperate  in  collecting  and  pa.cking 
their  products  hut  should  leave  the  price  cuestion  alone.   I  have  heen  in  coopera- 
tive marketing  for  twenty  years  and  my  experience  throughout  the  country  has 
ta.ught  me  long  ago  tha,t  cooperation  on  this  "basis  -aould  he  a  failure  and  that 
there  Avould  he  little  cooper '^t ion.   I  haven't  the  slightest  doubt  hut  that  the 
Providence  market  is  v/ise  enough  and  honest  enough  to  pay  the  producers  who  ship 
to  them  the  f-'ollest  possible  price.   There  are,  hov/ever,  mr.ny  dealers  who  are 
neither  wise  enough  or  honest  enough  that  the  farmer  can  produce,  pack  and  grade 
his  products,  dump  them  on  the  market  and  be  assured  that  he  will et  all  times 
receive  the  highest  value  they  are  worth.   Farmers  have  learned  that  lesson  many 
years  ago  and  I  think  it  will  be  very  difficult  to  te'\ch  them  that  grading  and 
packing  cooperatively  is  sufficient. 

My  subject  is  the  market  dema.nd  for  milk.   'ITie  gentleman  from  Providence  has 
given  you  an  excellent  paper  in  which  he  included  milk.  Perhaps  I  cannot  improve, 
upon  what  he  said  in  general.  We  have  varied  dema.nds  for  milk  that  exist  at  the   -«:.i,-,ii* 


present  time.  Demands  for  volume,  demands  as  to  grade,  quality,  etc.   I  am  a     ^>*I'h:' 
strong  believer  that  to  get  the  proper  value  or  proper  pried  for  our  products,  wei"  ' 
must  first  produce  quality  and  second  get  the  advance  in  price.   The  consumer  or 
buyer  of  a  comir.odity  will  not  pay  the  advance  in  price  until  he  is  assured  of  the 
quality.  Merchandising  is  not  done  that  way.   The  man  who  wishes  to  improve  his 
business  and  price  by  improved  quality  must  produce  quality  first  and  ask  the 
price  afterwards. 

I  am  a  strong  believer  that  our  milk  supply  throu^iout  the  coiontry  is  quite  a 
bit  lower  in  cuality  than  it  can  profitably  be.  We  should  voluntarily  eliminate 
our  poor  practices  and  build  up  our  Duality  to  a  higher  level. 

1.  Tie  should  stimulate  a  voliime  demand. 

2.  Vife  should  establish  consumer  confidence  in  our  products  which  will  make  them 
more  cheerful  in  paying  the  full  price  for  the  product. 

The  buying  of  milk  on  a  auaJity  hasis  has  received  some  consideration  in  Conn- 
ecticut.  \7e  find  that  it  is  bought  on  grade,  and  certrin  standards  set  for  each 
grade,  premiums  are  paid  for  Grrde  A  and  low  bacteria  co-unt  milk.  When  it  comes  to 
the  grading  of  milk  for  its  keeping  ability  a  basis  for  cuality  should  be  recognised. 
The  methylene  blue  test  is  best  suited  for  that  purpose.   The  buyer  of  milk  is  the 
man  who  takes  possession  of  the  milk  and  cooper.ative  bargr,ining  associations  do  not 
handle  the  product.   Tliey  do  not  have  the  facilities.   It  will  have  to  be  doBe  by 
the  buyers  in  their  plant.   If  we  have  buyers  who  are  competent  to  apply  the 
methylene  blue  test,  we  will  receive  a  souare  deal  from  them. 


Two  things  should  be  accomplished  before  we  can  go  thr.t  f'r.  First,  buyers 
of  the  milk  must  qualify  in  larger  numbers  before  this  -.^ethylene  blue  te'^.t  can  'he^:'^:-'-, 
applied  in  a  way  which  will  be  effective.   A  greater  problem  is  the  teaching  of  %  ''  ^'"'^ 
the  farmers  to  an  understanding  of  the  efficiency  of  the  test. 

Another  subject  is  what  are  the  trends  of  demand?  Tiie  best  authorities  tell  us 
we  can  increase  consumer  demmd  by  kO   or  50  per  cent  and  still  contribute  to  the 
best  health  of  the  people  of  this  country,  before  we  would  roach  the  point  where 
people  would  be  over-eating  of  dairy  products.   Better  pvality  and  better  merchan- 
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dising,  better  stabilised  prices  in  sone  pl?-,ces  will  ell   te:id  towards  this. 

There  is  raore  or  less  controversy  tlrr.t   t.?Jres  pl'-ce  in  the  tr.-^.de  3.s   to  whether 
milk  sh'iuld  be  fron;  one  breed  of  cow  or  another,  whether  it  should  be  pasteurized 
or  unpasteiirized.   It  is  very  -anfortunate  that  milk  distributors  indulge  in  some 
of  the  practices  they  do  induL^e  in  because  they  are  so  loyal  to  one  or  another 
breed  of  cov/,  pasteurized  or  natural  milk,  that  they  indulge  in  criticism  of  other 
types.   It  is  a  tearing  down  process.  ¥e  should  all  roneDber  to  frown  xtoon  the 
practices  of  any  man  or  group  of  men,  v/ho,  in  their  advertising  of  dairy  products, 
attempt  to  discredit  the  product  of. another  group  because  it  is  pasteurized  or 
natural  or  from  another  breed  of  cov/.   We  have  an  element  in  the  business  tha.t  is 
going  to  stay  in  the  business  and  I  thi;ik:  we  should  tr---  to  v/ork  along  v/ith  it.   I 
refer  to  those  engaged  in  health  service  and  education.  Health  supervisors  tell 
us  that  we  should  do  certain  things,  such  a=  pasteurizing  milk  at  temperatures  at 
a  certain  point  when  m.ilk  arrives  at  the  market.   These  things  will  all  be  to  our 
advantage.   Tliese  recuirements  should  be  considered.   Host  of  them  are  brought  to 
us  for  nwr   advancement.   '7e  will  prosper  faster  if  we  v/ill  step  in  line  with 
scientific  truths  brought  to  us  by  responsible  agencies.   The  consumer  dena.nd  for 
milk  is  a  pretty  uniform  demand.   I  thindr  one  of  the  great  opportunities  of 
cooperative  associations  in  merchandising  their  milk  v/isely  is  to  apply  the  very 
best  pra.ctices  they  can  learn  in  stabilizing  their  sup-oly  to  satisfy  the  demr-nd 
which  is  very  uniform.   I  hope  to  see  a  still  more  uniform  demand  and  a  still 
grea-ter  demand  for  milk.   7e ,  in  Connecticut,  ha, ve  been  working  on  this  problem  for 
ten  years.  (CHART) 

It  pictures  who.t  v/e  have  dene  in  Connecticut  in  our  association  in  a,tterrrpting 
to  adjust  supply  to  fit  demands.   It  has  helped,  us  v.iaterially  in  holding  '^ur  local 
producers.   It  has  helped  in  selling  all  milk  a.ll  the  time  and  helped  secure  better 
net  returns  for  the  milk.   This  is  the  rea.son  dairymen  r/re   in  business,  ,. 

,  ]'Je   use  a,  contract  bet-'ean  the  associatio.n,  the  farmer  and  the  milk  distributor, 
,  A  three-v.-ay  contract.   The  farmer  agrees  to  produce  a  certrin  amouiit  of  milk  each 
day  of  the  year.   I  notice  in  som.e  territories,  and  some  in  ITew  Englajid,  that  pro- 
ducers will  ship  two  or  three  times  as  much  milk  to  market  at  one  time  of  the  year 
as  they  do  at  another  tim.e.  V/hen  this  occurs  the  market  is  over-burdened  with 
fluid  milk  a,nd  cream  and  the  result  is  that  the  composite  price  to  the  producer  is 
low.   The  farmers  become  dissatisfied,  break  away  from  the  cooperative,  go  into 
the  retail  market  to  sell  their  milk  and  the  mail:  industry  is  mora  or  less  demoral- 
ized as  a  result  of  over  competition.   Our  experience  in  Connecticut  has  sho\ra 
that  by  cooperative  a.ction  and  a  consistant  policy  of  regulated  production  we 
secure  the  result  desired. 
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MARKST  DEK.MJDS  FOR  POTATOES 

C.  M.  Whits,  Caiief 
B-ureau  of  Markets,  Augusta,  Maine. 

The  mr.rket  demand  for  potatoes  concerns  us  very  much  indeed.   0-ur  potato  crop 
is  v/orth  $57,000,000.   A  research  study  does  not  maan  a  lot  to  a  Iranian  unless  he 
can  see  souething  reflected  in  dollars  and  cents.   Unless  we  can  be  sure  of  the 
narket  de;iiands  and  oreraiuTis  there  '/rill  not  be  many  charges  made  in  our  practices. 
To  begin  with,  the  -.Tay  v/e  handle  potatoes  is  different  from  southern  sections,  all 
of  our  sales  being  ir.ade  on  a  delivered  basis.   Tlie  southern  "otato  grover  sells  on 
an  f .o.b.  basis.   O^r  shippers  find  the  buyers  are  satisfied  rs  long  as  the  resale 
price  is  high  enough  to  give  them  a  profit.  As  soon  as  the  price  frlls  off  end  the 
market  gets  a.  little  weak,  they  begin  to  have  complaints  r.nd  reouests  for  discoimts 
because  of  damaged  potatoes  that  come  in.  Adjustments  must  be  m.ade. 

About  nine  years  ago  we  started  shipping  point  inspection  and  we  thought  then 
that  the  farmers'  trouble  were  ov-sr.   It  was  a  good  move  and  in  the  right  direction. 
Y^e  have  inspected  5,700  carlots  of  potatoes  and  over  100  carlots  of  apples  during  th. 
past  season.   This,  is  not,  however,  a  very  large  percentage  of  the  total  crop  of 
61,3^1  cars.  Now  the  shippers  all  agree  that  if  potatoes  could  be  handled  on  a 
graded  basis  all  through,  it  would  be  a  forward  step  in  popularizing  the  use  and 
general  satisfaction  of  potatoes  as  a,  food- 

"How  c?n  I  b-uy  from  the  frrmer  and  sell  to. the  distributor  on  a  graded  basis 
when  my  competitor  is  paying  the  same  price  for  field  rtin?"  This  is  the  ever 
present  question  v.'hich  needs  a  definite  answer.  ■  ''ATien  the  Maine  Development  Com- 
mission offered  enough  money  to  m?ke  a  study  of  this  situation  and  find  out  the 
relationship  between  price  and  quality  of  potatoes  you  m.ay  be  sure  there  was  plenty 
of  interest  in  the  project. 

Ijnder  the  personal  direction  of  Dr.  TIaugh  there  have  -een  over  1,000  observa- 
tions made  on  carlots  of  potatoes  in  order  to  mersure  defects.   These  observations 
have  been  made  in  Boston,  Nev  York  and  smaller  markets  and  we  believe  we  3xe   get- 
ting real  results  and  are  going  to  be  able  to  talk  the  matter  of  croality  affecting 
returns  in  actual  dollars  and  cents.   In  ouoting  a  fev;  of  the  figures  of  this  study 
the  averages  used  a.re  striaght  averages  and  premiums  paid  for  ctiality  in  Boston, 
New  York  are  so  similrr  that  I  shall  use  Boston  figures.  Thefe.ctor  from  which  we 
received  the  most  complaints  this  year  was  that  of  bruises.   On  accou:it  of  the  dry 
weather  last  fall,  the  dirt  shook  through  the  diggers  so  cuickly  that  potatoes 
were  bruised  on  the  bare  elevators.   November  was  very  mild  and  warm  so  th?.t  the 
potato  storage  houses  did  not  cool  off  ^vith  the  resi:lt  that  even  surface  bruises 
developed  di-y  rot  which  went  in  one-half  inch  or  so  and  caused  complaints  by  re- 
ceivers. 

We  thought  that  price  decreased  would  be  in  proportion  to  increase  of  bruises 
but  this  was  not  entirely  true.  An  increase  in  bruises  from  one  to  five  per  cent 
only  reduced  the  price  eleven  cents  per  hundred  while  an  increase  from  five  to 
twenty  per  cent  reduced  the  price  seventy-four  cents.  Increases  in  the  rjjiount  of 
bruises  beyond  this  figure  made  comparati-vely  little  difference  in  the  price.  This 
would  seem  to  show  thrt  when  the  stock  reaches  a  certain  egree  of  inferiority  it 
has  more  or  less  fixed  value.   'The  price  changes  little  one  way  or  mother. 

Two  per  cent  of  scab  reduced  the  price  twelve  cents  per  hundred,  twenty  to 
thirty  per  cent,  ninety-five  cents  per  hundred. 

Chart 
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An  increase  in  misshapen  potatoes  of  from  two  to  five  per  cent  reduced  prices 
only  three  cents  per  hundred  but  if  this  is  increased  to  ten  per  cent  you  have  a 
drop  in  price  of  fifty-four  cents  per  huhdred.   Another  thing  that  is  otvious  is 
that  the  smaller  sise  doesn't  appeal  to  the  receiver.   He  has  a  preference  for 
medium  to  larj;e  potatoes.   The  minimum  si^e  for  U.  i.  No.  1  potatoes  is  1  3/U  inches, 
hence  with  many  tubers  in  a  lot  from  1  3/M  to  2  inches  in  diameter  the  appearance 
of  sraallness  becomes  apparent.   One  New  York  lot  with  Uo  to  50'^.  of  tl^e  tubers 
running  between  1  3/U  to  2  l/k   inrliameter  we^e  cut  ninety  cents  per  htmdred.   There 
is  then  a  decided  price  preference  for  a  medium  to  large  potato.   In  ?hape,  a  flat 
cylindrical  type  of- potato  appeals.   A  tjrpical  G-reon  Mountain  will  atiout  satisfy 
that  description.   Tliey  pay  a  decided  premium  for  that  type  of  potato* 

Color  is  TJiother  factor.   If  potatoes  are  dug  when  the  ground  is  fairly  dry 
they  will  be  clern  and  will  have  a  brightness  of  color  that  the  receive:^  likes. 
Other  factors  taken  into  consideration  were  rough  skin,  soft  and  dry  roi,  freezing 
injury,  growth  cracks  and  sunburn.   These  all  have  their  effect  on  pric6s.   Thus 
far  th3  study  seems-  to  reveal  that  factors  v/hich  most  af'ect  prices  are  those  which 
injure  either  the  appearance  or  usability  of  the  potatoes.   It  should  be  noted  that 
these  figures  arc  based  on  straight  averages  and  also  that  it  is  more  or  .less  im- 
.pra:ctical  to  secure  lots  in  which  only  one  defect  is  pres'?nt.   Thus  while  a  lot 
might  have  10^  bruises  there  might  also  bo  a  considerable  percentage  of  scab.   Hence 
it  is  difficult  to  get  the  exact  influence  that  each  defect  has.   Howevr  the  study 
does  show  in  a  decided  way  the  market  demands  or  preferences  for  certain  types  of 
potatoes  and  certain  prejudices  against  defects.   A  good  part  of  these  defects  we 
hope  may  be  avoided  by  adjustments  in  harv-sting  and  storin^j  practices. 

Another  angle  in  studying  this  situation  is,  how  much  price  differences  are 
reflected  back  to  the  Maine  shipper.  A  Maine  shipper  may  baigain  for  a  carlot  at 
a  definite  price  but  the  real  price  he  r3ceivos  is  v/hat  the  s-iudy  is  based  on.   The 
shipper  gets  prefer  nces  for  his  better  stock.   How  much  of  that  price  preference 
is  reflected  back  to  the  farmer  is  a.n  unanswered  auestion. 

The  study  in  the  markets  leads  to  further  oucstions  of: 

A.  In  what  stage  of  the  ma.rketing  process  do  the  mechanical  injuries  occur? 

.; .  B.  I7ha,t  proportion  of  these  injuries  can  be  eliminated  without  too  great 
a  cost? 

Prince  Edward  Isla.nd,  Canada  is  our  chief  com.petitor.   Broadly  speaking,  Princq 
Edward  Island  hasn't  ^  stone  on  it.   The  soil  isn't  stony  so  in  th?  nroccss  of  dig- 
ging they  do  not  bruise  their  potatoes.   Even  though  we  pick  the  fields  carefully 
here,  there  arc  still  some  stones  loft.  Vfhat  proportion  of  these  injuries  can  v/e 
eliminate  without  too  great  an  increase  in  cost?  The  Maine  Development  Commission 
seems  to  be  willing  to  help.   They  have  allotted  funds  to  prosecute, a  study  in  the 
field  and  v/e  shall  have  Mr.  Hersey  follow  out  the  processes  of  harvesting.  .  Samples 
from  diggers,  samples  put  into  barrels,  samples  from  barrels  into  potato  houses, 
from  potato  houses  into  cars  will  be  examined  to  find  where  most  of  the  injuries 
occur.   Price  competition  with  other  areas  and  the  satisfaction  of  the  consumers, 
demand  that  we  find  out  where  these  occiir  so  that  they  can  be  eliminated  if  possi- 
ble. 

With  this  information  it  will  be  possible  for  the  Extension  Service  and  other 
agencies, to  put  on  educational  programs  to  reduce  the  proportion  of  preventable 
injuries  and  defects. 

Thus  will  practical  questions  be  answered  in  such  a  vray  as  to  bring  increasing 
financial  returns  and  stability  to  the  industry. 
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MimrsT  DEiv^.'viros  for  agricultir.^1,  products 

SUlvlMARY:  By  Frederick  V.  Waiogh,  Sscecutive  Secretary 
New  England  Research  Council,  Boston,  Mass. 

All  cooperative  marketing  associrtions  can  lorofit  by  studying  the  market 
demand  for  the  products  they  sell.   One  of  the  most  important  and  profitable  jobs 
the  association  con  do  is  to  grov,    grade,  pack  and  sell  the  quantity  and  the  quc.lity 
of  goods  the  market  \7ants  at  the  time  the  market  wants  it.   In  general,  the  most 
successful  marketing  associations  are  those  v/hich  have  "been  able  to  bring  about  a 
satisfactory  adjustment  betv/een  production  and  market  demand.  Many  of  the  co- 
operatives which  have  failed  have  done  so  because  such  an  adjustment  has  not  been 
made . 

There  are  two  kinds  of  facts  about  market  demands  which  the  cooperative 
association  should  know,  the  quantity  demanded  and  the  quality  demanded.  By 
"quality"  we  -j.ean  the  market- preferences  for  certain  definite  characteristics 
such  as  size,  shape,  color,  finmess  and  freedom  fro::-;  certrin  injuries.   Coopera- 
tive associations  mry  well  study  the  market  preferences  for  these  characteristics. 

I  was  very  much  interested  in  the  figures  given  by  Mr.  Mujrd^ck  and  Mr.  VJhite 
this  aftvrnoon.   Thoy  both  have  given  us  definite,  doll-^r?  and  cents,  statements 
on  the  premiums  paid  for  quxility.   It  is  such  definite  facts  that  are  needed.   We 
want  to  loiow  not  only  what  ruclities  the  market  prefers,  but  how  much  the  market 
will  pay  for  these  qualities.   It  will  not  always  pay  all  farmers  to  produce  the 
l^ighest  quality.  But  the  farmer  or  the  cooperative  association  iTliich  has  the  facts 
about  max'ket  premiums  v/ill  be  in  a  position  to  judge  whet  qualities  it  will  pay  to 
produce,  grade  and  sell. 

If  the  market  pays  a  large  -oremium  for  a  certain  t-rpe,    v  rietj   or  cuality  of 
commodity  which  the  local  farmer  does  not  produce,  the  farmer  or  his  association 
has  two  ways  of  attempting  to  correct  the  sitiiation.   He  cnn  try  to  overcome  the 
market  preference  by  advertising  t-^  get  consumers  to  accept  something  el-re.   Ex- 
perience shows  that  this  method  is  expensive  and  not  likely  to  be  particularly 
successful.   The  other  method  is  for  the  farm.or  to  attempt  to  pro-hue  the  T.ypes 
of  comr.-iodities  for  which  the  market  already  has  a  prefer -^nco.   j.r?:]  a  '-o  •i.yjzj.lv- 
easier  and  more  like]y  to  be  successful.   We  have  heard  thj-s  ?i;':'t-rrncor..  tj-.a-."/  the 
mrjrkets  are  paying  good  premiums  for  large  eggs  and  for  bright  coloiec"  p^.^tatces. 
The  best  bet  of  the  cooperative  associption  is  to  trv  to  give  ihem  large  cg^'S  and 
bright  colored  pctatoeo  r-^.thor  than  to  tr^'-  to  convi-nce  the:::  that  smrll  ogl^s  and 
dull  potatoes  are  just  ''S  j^od.   Tli.-'  frxm-ers'  policy  with  reg-^rd  to  the  quality 
produced  should  be  governed  "oj   the  am'-unt  of  premi-jm  thoy  can  get  for  qioality. 
Mr.  Murdock  and  Mr.  V.'hite  have  given  us  some  fi;,^.res  ^-n  premiums.   Some  of  the 
premiums  look  big.   Perhaps  it  wuld  not  pay  all  farmers  to  try  to  get  them.   Cer- 
tainly, other  farmers  can  and  should  cater  to  such  preferences. 

Mr.  Mtirdock  stressed  the  fo-ct  that  market  preferences  are  changing.   It  is 
important  to  keep  this  fact  in  mind.  Resca.rch  in  this  field  is  never  ended.   It 
never  cuite  catches  up  with  the  present.   This  means  that  the  cooperative  associa- 
tion which  wants  to  adjust  its  production  to  market  demrjid  must  make  a  continuous, 
never-ending,  study  of  the  situation. 

Coopero.tive  associations  can  use  facts  about  m.arkct  premiums  in  determ-'ning 
their  grade  specifications.   Fancy  grade  should  define  th.c  types  or  Dualities 
which  bring  the  top  prices.   Number  1  grode  should  define  the  best  ou-ities  v/hich 
are  packed  in  cormercial  cuantities  and  so  on.   The  local  producer  can  often  add 
certain  requirements  to  the  grades  in  common  use  in  order  to  more  nearly  satisfy 
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his  local  market.   It  is  through  grading  .-^nd  the  promotion  of  tettei-  production 
methods  that  the  association  can  build  up  a  prei:niua  for  the  prodvcts  of  '  its 
members.  Facts  abnut  market  prefer.-nces  are  necessary  as  a  basi'.s  '^ot   grrAes. 

Mr.  Tnite  br-ught  up  the  ^question  of  whethor  or  not  it  paid  t,\e   Kain^  potato 
shipper  to  grade  out  bruises  and  scab  and  shov/ed  that  there  v/as  a  Mg  gross  profit 
in  such  grading.   We  n-.ed  more  facts  of  this  kind  as  a  basis  for  the  THeVi   Snglmd 
Farm  Marketing  Program.  Mr.  \71iit8  also  spoke  of  the  study  which  is  to  be  made  of 
bruises  in  the  field  in  order  to  find  out  hovi   bruises  can'be  eliirinated  v/ithout  too 
much  extra  cost.   The  study  of  market  preferences  has  brought  out  the  fret  that 
many  Maine  potatoes  are  seriously  bruised  r^d  that  good  premiums,  ari?  paid  for  stock 
free  from  bruises.   This  brings  up  a  practical  question  of  production  amd  marketing 
technique.  ITliat  is  the  best  way  to  dig  potatoes;  to  pick  them  into  the  barrel;  to 
put  them  into  the  ^  torage  warehnuse;  and  to  load  them  en  the  cars  in  carder  to  keep 
down  bruises?  Can  it  be  done  without  seriously  adding  to  the  cost?  1^  soj  it  rneane 
an  opportunity  for  Maine  potato  growers  to  raalce  thousands  of  dollars.   Growers  can 
improve  the  q-ua.lity  of  most  products  if  and  when  it  pr^-s  them  to  do  so.   Mr.  Mac- 
Dougal  has  given  us  a  striking  exairple  of  this  fact  by  telling  us  of  the  improvc- 
r.enf  in  asparagus  quality  in  the  Concord  section  \7hich  was  brought  about  ty  a  cc-  ' 
operative  association.  Fpxmers  in  the  Dighton,  Mass.  section  l^-^ve  /generally 
changed  over   to  a  new  variety  of  hot-house  cucumber  in  order  to  meet  the  known 
preference  of  the  Boston  market  for  a  lo:ag,  slender  vr.riety. 

Doctor  Coi-bott's  studies  in  Providence  cover  the  whole  field  of  consur,er  pre- 
ferences for  vegetables.   Other  work  of  a  similar  nature  is  under  way.   But  the 
field  is  big  and  mp.ny  phases  need  study.   We  should  have  more  work  on  o\:iality 
donp  by  the  home  economists.   Tlieso  workers  can  toll  us  something  fundamental  about 
the  food  vraue  or  the  cooking  ouality  of  the  v^.rious  types.  Again,  we  need  studies 
of  the  premiums  paid  at  different  stages  of  the  marketing  process.   It  is  not 
enough  to  Iniov;  that  the  jobbing  market  pays  a  premium  of  twenty  five  or  thirty 
cents  a  hundred  pounds  for  bright  colored  potatoes.   It  Is  im.port:nt  to  note  that 
a  similar  premium  is  paid  in  the  wholesale  market  and  that  it  is  roflectod  back  to 
the  country  in  the  prices  returned  to  shippers.   The  one  thing  r.;ore  which  we  ought 
to  Imow  and  do  not  yet  know  is  whether  or  not  the  shipper  pays  the  farmer  a  pre- 
mium.  Let  ■'OS  hoep  we  can  got  som.e  facts  on  thT'.t  because  if  not  wo  need  a  chejnge 
in  our  marketing  methods. 


FEDERAL  LAiro  ExVlTK  POLICIES  AS  APPLIED  TO  W~   ElTCrL-UE) 

E.  H.  Thomson,  President, 
Federal  Land  Bank  of  S-^ringf  ield, 
Springfield,  Mass. 

In  a  short  trip  this  \7eel:  to  some  of  our  neighooring  States  in  the  »7est ,  I 
watched  the  lcndsca>3  fro;-  the  train  window.   As  far  as  the  eye  could  see,  stretch- 
ed a  flat  level  plain  dotted  with  farnisteads.   There  were  fields  of  wheet,  oats, 
corn,  alfalfa  and  clover , -soils  that  are  rich  as  -^r.ersured  by  the  usual  standards. 
The  fields  were  large  and  easily  worked.  Nature  had  been  generous  to  that  land. 
Yet  of  it  all,  I  saw  few  fprm  homes  th?t  looked  inviting.   Tnere  were  few,  if  any, 
flowers  in  the  yards;  little  or  no  ■shrubbery;  the  yards  were  not  mowed;  the  barns 
cheaply  roofed  and  unpainted.   I  wondered  what  was  lacking;  why  were  not  these 
rich  resources  of  nature  transformed  into  bett--;r  farns,  bettor  hoir.es  and  better 
living,  for  after  all  what  do  these  nat\jral  resources  profit  if  they  cannot  be 
utilized  and  Tialce  for  greater  enjoyment  to  the  owner  and  his  family.   I  shall  not 
in  any  •.•/ayat tempt  an  ansv;er. 

Returning  to  New  England,  however,  I  find  ntuch  less  in  the  way  of  natural  re- 
sources as  measured  by  broad  level  stretches  of  land  but  everwhere  there  are  farm- 
steads that  t-^Tjify  the  best  of  homes,  gr.rdens,  shrubbery,  well  kept  lawns,  a  spirit 
of  thrift  and  contentment,  a  farm  transformed  into  life.   It  is  these  features, 
present  as  they  are  in  nearly  all  of  New  England,  that  mrlces  for  the  first  and 
most  important  policy  of  the  Federal  Land  Bank  of  Springfield;  namely,  confidence 
in  New  Engla,nd  agri  cult  "are. 

Credit  is  based  on  confidence  in  the  future.   A  confidence  th"t  man's  wants 
will  continue  in  much  the  sesp.e   -n'ay  as  in  the  generations  of  the  past.   Fajm  mort- 
gage credit  is  established  by  the  pledging  of  physical  assets  coupled  with  faith 
that  these  assets  will  be  properly  used,  if  not  by  the  present  borrower,  at  least 
by  some  other.  Without  this  confidence  no  credit  is  possible.   It  reouires  con- 
siderable faith  in  human  nature  coupled  with  a  continuing  a^;riculture.   The  Federal 
Land  Bank  of  Springfield  believes  in  New  EnglrndFarners  and  New  England  farms. 
Perhaps  this  is  best  shown  by  the  extent  to  which  loa.ns  have  been  made  in  the 
various  New  England  States  and  a  word  as  to  the  experience  with  these  loans. 

In  consideration  of  the  policies  of  the  credit  extended  by  the  Federal  Land 
Bank  we  should  keep  in  mind  the  organiza.tion  of  these  institutions.  As  most  of 
you  know,  the  Springfield  bank  is  one  of  twelve  Federrl  Land  Banks  serving  the 
entire  United  States.   Tliis  district  includes  the  New  England  States,  New  York  and 
New  Jersey.   It  was  organized  in  1917  with  an  initial  capital  of  $7^0,000  nearly 
all  of  which  was  subscribed  by  the  United  State"  Treasury  as  ?n   initial  revolving 
fund.   The  provision  was  includ.ed  that  as  loans  w^re  '-ade,  the  individual  borrowers 
would  subscribe  for  capital  through  the  T.edium  of  the  National  Frrm  Loan  Association 
an  ajnount  ecuaJ  to  5  per  cent  of  their  individual  loans.  Fro":  this  source,  the 
capital  lias  been  increased  to  over  $3,000,0'^0.   At  the  sa".e  time  that  subscribed 
oy   the  United  Sta.tes  Treasiiry  has  been  almost  entirely/"  repaid  so  thrt  today,  the 
farmer  borrov;ers,  through  the  medium  of  the  1^0  Fare,  Loa,n  Associations  in  this  Land 
Bank  district  pra,ctically  own  the  ca.pital  stock  of  the  liank.   It  is  a  mutual  in- 
stitution a.nd  all  the  earnings  over  and  above  the  operating  expenses  a.nd  necessary 
reserves  go  back  to  the  borrower  stocldiolders. 

Tile  individual  farmer  does  not  borrow  direct  fro.:  the  bar.k.   One  feature  of 
great  strength  in  the  Federal  Land  Bank  system  is  that  each  borrower  must  apply 
through  a  National  Farm  Loan  Association.   Tiiese  Associations  are  organized  u.suall;'- 
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on  a  cou:at'/  tasis  the  rne;T;liers  of  v/hich  are  "lade  up  onl-'  of  the  borroviers  within 
that  given  territory.   They  elect  their  own  officers,  select  their  owa   appraisrl 
co.mmittee  and  pass  upon  the  a.pplications  before  thoy  rre  sent  to  the  Springfield 
Institution.   In  this  F/ay  the  f  arsiers  have  positive  control  over  the  loans  th.a,t 
are  granted.   The  barJc  can  make  no  Iopzls  unless  they  are  first  approved  by  these 
local  National  Farm  Loan  Associrtions  raid  in  no  instance  oan  the  bank  loan  more 
than  is  approved  by  either  the  local  Association  or  the  Federal  Appraiser.  ^Sach 
borro-:.'3r  is  liable  up  to  10  per  cent  of  his  individual  loan  for  rny  losses  that 
nay  e.rise  v/ithin  the  local  Association  of  which  he  is  a  niember.   He  canaot  be  held 
liable  for  any  arr.^unt  greater  than  10  per  cent  of  his  ov/n  mortgage.   Neither  can 
his  Association  be  held  liable  for  the  losses  in  another  Association.  As  a  safe- 
guard against  these  losses  the  stock  which  the  farmer  trl-es  out  in  the  locrl  Farm 
Loan  Association  is  held  by  the  Associa.tion  as  additional  collateral  and  at  the 
sciiie  time  the  Fr rm  Loan  Association  holds  an.  eoual  nrcount  of  stock  in  the  FederpI 
Land  Banl^  and  the  brnk  holds  this  stock  as  collateral  for  .-^11  the  lo-^ns  wittdn  that 
district.   It  v/ould  sear,  that  the  tenk  does  not  deal  v/ith  the  individua.l  fo,rmer 
except  as  it  deals  V7ith  him  through  the  local  association.   This  makes  a  very 
helpful  point  of  contact  end  provides  a  form  of  field  organization  which  I  believe 
is  of  very  grert  strength  to  rhe  Land  Bank  System.   It  is  the  policy  of  the  Federal 
Land  Bank  of  Springfield  to  work  in  the  closest  cooperation  with  the ^e  Farm  Loan 
Associations  of  which  there  are  72  in  the  New  England  States  serving  everj'  part  of 
the  district.   Tiiese  Associations  are  not  unlike  small  muturl  fire  insuJ'ance  com- 
panies.  Their  officers  serve  for  o   very  nominal  pay,  in  fret  that  is  one  of  the 
greatest  difficulties,  th:  raderuate  finrncing  of  these  loc- 1  groups.   I  will  show 
later  on  the  relative,  standing  of  these  various  National  Fprm  Loan  Associations  in 
the  New  England  Strtes. 

Tae   Federal  Land  Bank  loans  are  made  on  a  long  term  amortizabion  plan  whereby 
a  small  payment  on  principal  is  mrde  semi-annually.   Most  of  the  loans  are  made  on 
a  20  year  or  33  year  basis.   In  earlier  years  they  were  mrde  on  a  35  yenr  basis. 
Of  recent  years,  nearly  all  have  been  written  on  the  33  3'-err  plan  whereby  3  per 
cent  of  the  principal  is  paid  each  year.  Making  loeins  on  this  basis  re.aiurea  a 
long  look  into  the  future.   Ability  to  diagnose  the  futui-e  for  any  farm  is  the 
basis  of  soijine  appraisal  an:",  a  Land  Banlc  appraiser  who  car  do  this  work  successfully 
is  a  very  valuable  man. 

The  funds  for  these  farm  m.ortgage  lorns  are  obtained  entirely  through  th®  sale 
of  Federal  Land  Banks.   The.y  are  not  government  fu-nds.   The  government  does  not 
guarantee  in  anv  way. these  bonds.   Tliese  securities  are  the  direct  obligrtion  of 
the  bank  issuing  them,  and  ejre   lielcvise  .^ruaranteed  oy   the  other  eleven  Federrl  Land 
Banks.   A  particular,  b^.nk  ma;r  h-ive  unusual  trouble  due  to  deprersion  or  crop  fail- 
ures, floods  or  the  like  'ov.t    it  is  inconceivable-  that  all  twelve  Federrl  Laad  BrnJ-s 
v;ould  be  affected  alike  or  the  ;  .griculturo  of  the  nation  would  fail.   This  joint 
liability  on  the  pprt  of  th.:-  twelve  Federal  Land  Banks  is  a  very  strong  f  eatrure  in 
their  organization.   It  is  in  rer.pect  to  first  tl-' ;  operation  throu^-^h  the  National 
Farm  Loan  Associations  and  second  tc  the  joint  liability  of  the  tv/elve  Land  Barks 
that  the  Federrl  Land  Banks  differ  from  the  Joint  Stock  Land  Banks.   Tl-iese  latter 
ar;  separate  'hanks,  sot  up  and  org'-nized  by  private  crpitrl  but  authorised  to  make 
farm  mortgage  loans  a,nd  sell  Joint  Stock  Land  Bank  bonds.  V.Tiile  they  r-re  super- 
vised by  the  same  bureru  they  arc  not  ixi   any  way  identified  or  connected  with  the 
Federal  Land  Ban^  s. 

Federal  Lcand  Bank  bo'ids  are  sold  to  the  investing  public.   Since  orgcritation 

approximately  $1,500,000,000  of  the^e  bonds  hav^.?  been  sold  of  v/hich  about  $300,0^0, 

000  have  been  retired  by  the  barJ-s  leaving  ou.tstandin-  today  nerrly  $1,200, COO, 0^0. 

The  avera.^e  rate  of  interest  on  the  vri'-us  issues  is  p.bou.t  k^.'l,   and  the  avaj-age  rpta 


i*.      170 


on  uhicli  fhe  loans  have  been  mc.de  to  farrners  througriout  the  country  is  approximateljr 
3y^^o.      ThiB  sprc'd  of  1  per  cent  bct'-'eeu  the  i-rt?  cnrried  by  the  bonds  rnd  the  rate 
carried  by  the  lor.ns  to  f/^rniers  is  for  o""eratin_-;  ejr^enrjes  and  for  the  creation  of 
reserves,  'ividends  t-nd  the  like.   It  is  in  this  respect  that  the  set-up  of  the 
Federal  Land  Banhs  differs  fro;?  that  of  a  Fati-'ncl  or  commerci?!  bank,  for  7O  per 
cent  of  OMX   CT03S  income  must  go  for  interest  on  o^jj  bonds  wher.:as  according  to  the 
records  of  the  comptroller  of  the  banks  in  this  district,  only  30  per  cent  of  the 
gross  income  of  the  average  conrmercial  bank  goes  for  interest.  'iTith  this  very 
narrov;  operating  'rargin,  obviously  risks  cannot  'be  assuvied  th?t  vould  be  possible 
nere  the  m?.rgin  l:rger.   The  net  operating  incom'3  of  the  Federal  Land  Bank  of 
Springfield  for  the  year  ending  1929  w?3,s  $6o6, 537.15  The  exnenscs  of  operation, 
cost  of  appraisals  and  all  othe:..'  outlay  rtjT!ount.;d  to  $310,55S.5l  so  that  the  net 
income  ruftjr  all  expenses  was  $296,0^.5^.   This  sun  is  available  for  absorbing 
losses,  netting  up  reserves  and  undivided  profits. 

Perhaps  no  one  cuestion  le.'-ds  to  more  discussion  rziA.   is  more  difficult  to 
solve  than  that  of  apprais?!  of  the  various  farm  properties  concerned.   The  Farm 
Loan  Act  provides  tha.t  loans  made  may  not  exceed  ^0   per  cent  of  the  appraised  value 
of  the  land  and  20  per  cent  of  the  permanent,  insured  improvements  and  thrt  the 
earning  pov/or  of  the  farm  for  agricultur-'^l  purposes  shpll  be  the  principal  factor. 
Perhaps  there  is  no  section  of  the  United  States  vrhere  it  is  as  di:'ff  i':v ' 'i:,  t  ..  oper- 
a.te  on  this  basis  of  appraisal  for  the  reason  tha.t  such  a.  la.rge  pa"'t  cf  t.he  IJev/ 
England  farms  is  represented  by  the  improvements.   Our  ea,Et;ern  fan-^  arc  Dio're  simi- 
lar to  a  manufacturing  plant  than  they  a.re  as  the  source  of  crop  5r  an.i-i;al  vro- 
duction.   Again  it  is  almost  impossible  to  determine  v/hat  f':ru.  ja.ilt  aie  r-'o^-.h 
independent  of  the  buildings  or  '/.hat  the  buildings  a;ce  \vo:'th  i  idcper.ient  of  Lhe . 
land.   The  two  must  be  considered  together  a.nd  ihe  vf.lue  rf    ei'h.j:'  ri  thoi^t  the 
other  is  a  verj-  uncertain  item.   Aga.in  many  of  ou.r  eastern  farm,'  1-K;=^led  as  they 
are  in  the  large  cities  ?.nd  industrial  centers  have  a  cer'rir.  ^c"!.   csiiate  or  sub- 
urban value  coupled  with  their  frr...  value   This  real  estate  ^"Ic?  crumt,  be  in- 
cluded in  the  appraisal  under  the  t  ^rmn  of  the  Fa;.m  Loan  .i-ct-   Keicc,.  man;-  ey eel- 
lent  loa^ns  must  be  very  miaterially  reduced  v/hen  set  up  ci  tl'.e  t'trirtl"'  farm  basis. 
This  provision  serves  to  limit  the  extent  and  use  t'^  ,7hich  the  j!edcr^:,j  Larid  Ba'ik 
ca.n  be  to  man"-  o'f  our  >Ie\7  England  people,  Tn.c   -"-ct ,  hov.'ever,  '.?ar  ;■.  Itten  for  the 
entire  United  St. .tea  and  obviously  it  is  difficult  to  include  ■.■5rov:.r,ior&  rhich 
would  be  liberal  enougli  for  all  parts  of  the  couitrv  and  not  be  too  liber-1  for 
other  parts. 

Another  point  r;hich  must  be  kept  in  mind  is  tha.t  r;.nder  the  terms  of  the  Act 
the  basis  of  appraisal  a.nd  the  a^jpraisers  a,ssigned  to  the  bank  a,re  subject  to  the 
Farm  Loan  Board  at  Vi'ashington.  V/hile  the  applications  are  receiv-',^  from  the 
Associations  a.nd  are  a.spigr.ed  to  the  respective  aioprsisers  it  l^  u.t   '1.3   rra^ctice 
of  the  institution  to  instruct  the  apipraiserj  as  to  ho\7  they  shall  appraise  the 
various  properties.   It  is  the  theorjr  of  the  lav;  that  by  l-.c/ing  t:.v\:   .uand  Lank 
Appr'aisers  report  to  the  supervisory  bureau  xha.o  tne  iiubl-.c  ,in^e.-.-eT.i  ry.pj>-;S.n:..ting 
the  bond  holder  is  thereby  sai'egita.rded  for  the  bai'd^  cr.n  .:ot  grari  loaas  .n  excjss 
of  the  remount  recor-iaended  by  the  Associattion  or  the  appraiser,  v,hi;h.e;ev  is  io'..est. 

As  alres,d;,'  m.entioned  one  of  the  m.ost  difficult  p:--oblem3  in  the  ip.praisal  of 
property  for  farm  mortgage  credit  is  the  diagnosing  of  the  trend  of  agriculture  in 
a  given  region.   If  agric^xLturc  is  on  the  up-grade  or  contini-es  in  a  sra')ili2;ed 
condition  the  problem  is  not  so  .'ifficult  for  loans  a.re  mr.de  o^^y   up  to  one  ha.lf 
the  value  of  the  fa:.m:  and  ^^'ith  the  const..int  pa,;"~>ents  on  ■orinci^a.l  the  eciuity  to  the 
bank  is  increasing  from  year  to  :'ear.   If,  ho".7e"er,  agricul':ur.^  in  a  given  region 
is  gradually  declining,  farm  lands  shrinking  in  valve,  properties  going  out  of  use, 
the  problem  becom.es  a  very  real  one.   \7hile  a  district  may  have  good  natural  re- 
sources in  the  wa,y  of  soil  a.nd  clim-^te,  yet  if  it  becomes  necessar;-  for  it  to  change 
its  type  of  faxming  due  to  com.petition  from  vdthin  or  outside  its  immedia.te  dis- 


trict,  the  prool.r:  is  almost  acnmll-/  difficult  for  these  ch-n^es  in  trrpe   of  farrdng 
trJke  a  long  pariod  of  yec.rs   to  cons^oir.r'.te.  net?  .Sn.'rlp.nd  a,gri culture,  as  we  see  it, 
scams  to  bo  fairly  \7ell  strbilised.   This  is  p.nrticul-- •  I:"  trija  of  southern  ITev/ 
Si-.glr.nd. 

Usir.,;:  Connecticut  as  an  illustrrtion,  for  I  Icaov;  of  no  Stirte  where  land  values  , 
hav3  'been  so  v-ell  malntrined  rnd  todp.y  according  to  the  Irtert  rnd  best  reports 
available,  f.:-,.a:  l;mds  in  Connecticut  are  hi.2;hGi-  than  they  were  in  l'^20.   Tlie  Srxr.e 
thing  can  alaost  be  said  of  PJiode  Islrnd  and  Massachusetts.   Hiis  stabilization  in 
la,nd  values  is  largely  due  to  stabiliz.ati'^n  of  its  a, '^;ri culture.   JTorthern  Vermont    I 
is  sufferii-g  frnn  the  effects  of  a  vei-y  serious  inflation  during  the  war  period 
coupled  with  a  heavy  faro  debt  incurred  during  that  tia:e.   Central  and  Southern 
iviame  is  experiencing  a,  decline  and  recession  in  agriculture  which  is  continuing 
and  which  is  disturbing  fron:  our  standpoint.   It  is  Ipjrgely  the  result  of  a  new  strt 
of  conditions  largely  caused  by  the  dis.vpTidarance  of  the  hay  market.   New  type  of 
farming  must  be  developed  rnd  new  confidence  in  a,griculture  must  corre.  Before 
either  of  these  steps  can  be  accoEplished,  I  P.rr.   afraid  a,  very  Iprge  nurber  of 
farms  will  have  entir:lj'-  disappeared.   Perhaps  this  situation  can  best  be  shown  by 
the  status  of  the  Farm  Loan  Associations  within  the  ITev:  England  Strtos. 

You  T/ill  note  from  those  tw-  charts  that  throu.ghout  all  southern  New  Englgind, 
the  banlc  has  cxiDerienced  little  or  no  trouble.   This  freedom  from  difficulty  can 
be  partly  attributed  to  the  position  of  agriculture  bu-t  I  would  be  unfair  if  I 
did  not  likewise  give  very  grest  credit  to  the  splendid  appraisal  work  which  has 
been  done  in  this  southern  Nev  England  area,  particularly  by  the  late  Horace  ¥. 
Tinkham,  know  to  ;rany  of  us  as  "Uncle  Horace."  Mr.  TinMian  appraised  practically 
all  the  loans  in  Rhoc'.e  Island,  Eastern  ^Massachusetts  and  Eastern  Connecticut  from 
the  tim.e  the  bank  was  organized  up  to  the  ti-.e  of  >.is  death.   Ke  has  been  ably      j 
succeeded  by  his  son  Oeorge  who  is  here  today.  Al::.ost  erually  effective  \7ork  has   | 
been  done  in  Connecticut  Vf   Appraiser,  V.r.    Sweeton.   New  Englrnd  future  in  agricul-  j 
ture  is  bou:id  up  with  m^arkets.   If  we  can  retain  our  present  markets,  particularly   ?, 
for  fluid  mJ.lk  raid  poultry  products,  I  think  we  need  have  no  fear.   We  must  not     ,j 
forget  howe  ver  that  all  the  rest  of  the  country  is  seeking  these  very  markets  and    ji 
are  almost  envious  of  the  position  that  our  New  Englrnd  farm.er  enjoys. 


In  this  connection,  I  a::n  r=mindodof  the  v7ords  of  Mr.  Or'er  D.  Yo-jj.ig  in  a  re- 
cent address  in  which  he  referred  to  the  position  of  the  United  Strtes  and  said 
"America  is  too  rich  to  oe  loved".  Al-ost  the  same  can  be  said  of  New  England's  \ 
position  in  agriculture.  She  is  too  rich  to  be  loved.  At  Ic-st,  she  is  v/ell  '] 
enough  off  to  be  envied  p.nd  the  attitude  of  the  rest  of  the  country  towards  her  willj 
be  largely  influenced  by  her  spirit  and  the  way  she  conducts  herself.  If  she 
loses  the  :)Osition  which  she  enjoys,  it  will  be  because  she  has  misused  the  things 
which  G-od  has  given  her.  I  hope  v;e  m.ay  have  a  sober  and  sensible  responsibility 
for  this  New  Englajid  ve  love  and  a  spirit  of  gratitude  for  the  things  we  have,  a 
spirit  of  friendliness  and  helpfulness  and  coo'ie  ation  for  ,-11. 

In  closing  I  want  to  assure  this  group  of  leaders  in  New  England  agriculture 
that  you  will  have  the  cooperation  pnd  the  good  will  of  the  federal  Land  Ban2^  of 
Springfield  in  all  that  ma"''.es  Ne.-'  England  a  bet'-.er  place  in  which  to  live. 
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DlSCUSSICil:    F-^^/iL  L^/.-n"  ^il'TC  POLICI^,?  AS  A??LI^  TO  IT^.V  •^I'G-L.^ITO 

V--..   A.    Heath,      Secr3trry 
Providence-Bristol   Federal  F?.™:  Lor.v.  Associp.tinr. 
N^rth  Sciturto,   R.    I. 

One  of  tiie  "ost   astonishin;^  thing?,  about  the  Farr.  Loan  Syste-n  is  hov;  little 
the  public  Icioits  of   the   F.pplicrtion  of   the  F-.rr.i  Locn  Act.      Its  problems  r.nd  diffi- 
culties,  P-iid.  c.bove  all  the  great   service   it  is  rendering  to  agricultural  people. 

Many  r.ien  engaged  in  other  fo:n:is  of   barfcing  seoni  to  have  only  a  vague  faiowledge 
of  this   system  or.  the  real  needs  of  agricultural   credit. 

Those  v/ho  have  engaged  in  such  credit  usuall-r  re  vire  a  higher  rrte  of  in- 
terest,   at   l^rst   ^fo  on  the  principal   annually  and  isoue  a  deirmd  mortgage. 

Many  of  the  farn^ers  I  have  found  laboring  "onder  the  illusion  that   the  System 
is  a  senii-cha.ritable  act   designe'3   to   aid  the  less  fortunate    in  agriculture. 

Others   se.;ri-.  to,  have   a  certain  amov-nt   of  ^prejudice,    iiQ  doubt   gained  from  cer- 
tain magasinos  and  newspapers, 

Son;e  of   the  vr.ore    succes?r.ful   farraers   cornplain  of   red  trpe  rnd   delay  in  obtain- 
ing loans. 

We  of  the  Farm  Loan  Associations  of  Hhode   Island  and  other  parts  of  Hew  Eng- 
land have  a  rr^ther  complex  field  to  work  in,   for  ao.ny  f-rins  have  rather   sraall 
acreage  and  a  large   inve-stir.ent   in  building,    and  we  rlso  have   so  "r.any  f?rms  of  doubt- 
ful farm  inconie.      Their  incoir.e  is  often  derived  in  pert  f"rom  outside  emplojmient. 

Under   such  circu2':,stances  the  farm  products  are  placed  upon  the  market  often 
at   a  loss. 

We   are   const."  ntly   trying  to   foster   the  busin-jsc   of  the  fr.rrser  v;ho  has   invest- 
ed real  money  in  agricultural  pursuit   rnd  has  dononstratai  his  ability  to  conduct 
such  a  business.  .1 

The  fr.ct  th'-.t    the  Associati'n  I  have   the  hono-  to  repr-p^'ent  has  had  a  steady 
and  healtliy  growth,   without  advertising  and  without   a  single  loss   to   the  Associa/-- 
tion  or  the  bank,    substantiates   the  old  adage,    -    "Tlierc  is  no  rdvertiseuent   like  a 
satisfied  customer. " 

Nearly  all  v;ho  h.ave  Federal  Land  Banlc  Loans  are  well   satisfied  with  the  long 
term  loans  at  a  low  rate  of  interest.      Tliis   syste-,-'.  like  rll  others  has  mr.de  mis- 
takes  in  the  pr-^t,    but  with  the  richness  that    comes  iron  experience,    it  has  and 
will    improve   in  all   dopr.rtments  uiitil    it   serv^^s   in  the  fullest    sense  the  needs  of 
agricultural  credit. 

To  my  :-.nnd  the  matter  of  farm  appraisal   is  and  alwa^/s  will   be  a  most  vital 
matvcr   to  proper  firm  credit.      To   correctly  deter  ine  the  rgrio,u.lturrl  productive 
value   of   a  far;-   that   will   stand   t/.e    cx:id.  test  for  r    long  perioc    of   time   is  no  mean 
matter,, In  this  respect   in  most   cases  the  Frrm  Loa :.  Association  is  thas  we?J:  unit. 
So  weak  at   tijes   thrt   I   often  v/onder   if  the   system  would  not   be   improved  by  the 
abolishment   of  the   durd  ap-^raisal    ryste"  now  in  force  and  have  the  Land  Banlc  ap- 
praiser  the   sole  judge   of   farri   value. 
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In  the   cr.se   of   this  Associn-tiin,    v.'e  hr.VG  had  r,   voiv   sni.^ll  r.iz-.i'ber   of   appraisr^p 
thr.t  pr^.rpllcled  thor,.i   "f  the  BarJc  p.pprrlser,    r^nd  ri't.^r  -rT-rs  of  wr.tching  tha   res-j.^l;r> 
I   err.  fir-p.lr  cf  the  r':id.  thr.t   3^\-  or  -nore   cp.se?'.   the  Bari'r-  n?r/Tc.isrls  were   correct.     "■ 

IShethcr   the  .ovcr-valup.tion  of   onr  locrl   rnpraisers  is  the   result   ^f  excessi  \c 
local  pride,    r   Sj.T.ipathetic  desire   to  help  neislibors  nr  fellow  frr'-;er-,    or   .just   a 
naturalljr  poor  pers-^ective  for   such  vrorV:  is   a  cuestion.      Perhcps   it    is   a  conplex 
of  all. 

For  exrrr^ple,    on  a  recent   cppraisal   of   a  f'rTi  that   -^.-"s  purchased  for  $6500    . 
and  the  applicant  had   vade  repairs  and  inprovenents  to  the   extent   of  SI5OO,    our 
appraiser  rna-dc  an  it-.-sed  valuation  of  land  and   ouildin-s  that   totaled  $13,500. 
In  another  item,   he   .gave  as  a  f-air   sale  price   ^.f   the  f .•:.-!  $6500,    ."nd  a  forced  sale 
value   of   $0,000. 

Other  inconsistencies  in  other  phases  of  the  ^--or>  are   co-n-r^n.      Tliis  hrinss 
us  to  the  se..-ious  "att.^r  of  person-".el   in  the  ?arr-  Loarx  Associ"  tions. 

Only  a  hnidful   of   the    stoc?d':olders  ever  attend  the  Stockholders'   Meetiiij,-s 
or  see"i  to   tclze  ejiy  interest   in  the  affairs  of  the  Associati-n.      To   obtain  .?en 
\7ho  have   s-und  executive  ability'  ar.d  v;ho   c.an  and  v,'il?.  devote  the   necessary  time 
and  study  to    -ur  cany  problems  is   difficult   to  d'^-  fror  the  nembers   of  the  Associr.- 
tion. 

Tile  La.nd  B.-jiks   in    such  natters  have   the   great   -advant.-ge   of  bein";  able  to 
select   educated  and  experienced  personnel  and  give   then  adecuate   compensation 
for  service  rendered.      The  Associr.tion  with  its  lack  of  funds  is  in  no  position 
to   offer  niuch  in  the  vay  of  co.ryensatlon.        ITearly  the  -uhole   responsibility  and 
executive  work  is   thrown  on  the   shoulders   of   the    Secretary- Treasurer   of  the  Asso- 
ciation. 

Under  conditions  I  have  outlined,    it  beco-;es  necessa^ry  for  the  Secretary- 
Treasurer  to    ■;uide   rnd  at   times   to   do;nin;?te   the   ?'i"fai_"f.'   of   the  Association  to 
secure  the  results  v.'e   all   desire. 

With  the   reproved   supc'vision  of   the  Frm;  Loan  S-.'-steir.  fro,   the  Farr.  Loan 
3oa:-d  at  '.Tashington  dorn  to   the   last   det.-^il   of  Far-  Loan  Ass'^ciation  business  p.nd  a 
splendid  feclin.-;;  of    cooperation  in  ever;'-  agency  of   the   syste~,   it   r/ill   grow  in 
public  confidence  and  above  all  it  i-ill  render  th?.t   invlurble  service  for  i-hich 
it  was   designed. 

You   genQemen,    ar    chosen  leaders   in  3''our  raan;/  pursuits,   have   a  golden  oppor- 
tunity  in  this  great  "^venent   of   cooperation. 


TES  FEDSPJIL  LIIID  BAin<:  AW  I»E''  Sil&L.MiD   AC-RICULTlTiS 

A.    E.    Cnnce,   Professor   of  Agriculti:^-!  Economics, 
MasBr.chusetts  Agriculturrl    Colle,ri;e,    -^Vaherst,   Kass. 

First   I  v'ish  to   con^vP..tvlE±e   the  Pcxir.  Land  Ba:a]i  of   this   district   on  the   ex- 
cellent   service   it  has   given  to  agriculture  in  this  rs'-ion;    on  the  financial 
stability  of  the   institution;    on  the  careful  but   liberal  appraisals   of  f arm  pro - 
Toertv    ana   on  the   statistic?l    studies   of   loans   and   ocononic   conditions  ;7nicn^it 
h's   inaugurated.      Within  the   limits   laid  domi  by  federal  le.w  the  bank  has  ac.ed 
sorviceably  and  --■rogr'ssively. 

On   the  whole,   ho^7ever,    it    is   very  difficult   to    adrj^t   any    general   1  jot  .to  lTe^7 
En,-land  conditions,""  and  it  ir^ust^^e   sai^'^that    the    stricf-Smierehce   to  universal 
rerjilations   does  handicap   the   locrl    banl'  in  -;ivin-  the  naximttm  financial   service 
to'our  farnierr,.      It   is  to  be  roiiiernbered  that   this  federal  L?nd  3an>  systeni  is   .ne 
outgrowth  of  a  careful   study  of  agricultural  bankin-  principles  and  mstituoions 
Ion-  established  in  Euro^^e.      This,  study  vias  nade  by  a  large  delegation  of  rural 
barJcers   and   econorr.ists  from  all  parts,' of   the  United  States  and   sever-1   Canadian 
T^rovinces.      Thevlpji  finally  evolved   cand-ut   into   o:^e::ation  r/as   specifically  de- 
signed  to   enable   con-.erating  groups   of  farmer-   to   finance  their   long  tern  10c.ns 
to   the   full   extent   of   tneir   credit,    to  luaV^   the   credit   conditions  as   liberal   as 
possible,    consistent   witl.  the   financial   security   of   the   group   .^-nd  to   adopt   the 
ter~s   and  ejaount    of   the   cr-.dit   to    specific  needs   of   the   borrowing  farmers.      in 
-.ther  words,  It   is   the   f-raer's  o\7n  institution,    constructed  and   supervised  for 
his  ov/n  benefit  end  in  his  o'.'n  interest. 

In  view,  of   theee   facts   it   is   interesting  to   note   that   no  provision  wrs  made 
for   the   tenant  farmer.      The   small,    -art-ti'-e  farmer   is  i^rrcticrlly  ruJ.ed  "ut    of 
its  benefit;-.      The  ^^oultry-^an,    the    sm.all  fruit   grover  and  in   general   the  f-.rmer 
whose   capital  in  buUdings,    stock  and  eniipm.ent  r.alces  up  a  large  part  of  his  invest- 
ment  can  receive  little   or  no  assistance  under   the  Farm  Lrnd  Board  regulations. 
In  tlie   be-irning  it   was  Tjerha^s  wel^    th-t   the   loan   service   should   be   confined  to 
the   average  United  States  far-  witl.  a  large  percentage   of  the   investment   m  land. 
How  that   the   syste-   is  working  smoothly  it   is  time  to    consider  whether  more   cannot 
be   safely   .accomplished,   whether  indeed  the   lrnd    ben^'s  are   rendering  the  f-rmers   a 
credit    service   for  which   there   is   re.^1   need.   With  all   the  good  intentions   o..    tns 
land  bank  legislation  and  the    solemn  laying-on-o -V  nds  by  the  Federal   Government, 
the   loans  of  the  Federrl  rnd  joint    stock  land  b:  rJ's   together,    after  I3  ye^.rs  01 
effort,    account  for   loss   than  P.O  "oer   cent   of   tne   1-nd  mortgage   indebtedness   ot 
United  States  farmers,    r.nd   .just   .-bout    ecua.l   the   rgri  c^al.tur.-l   loans  made   by   insurance 
comi)anieSi->  " 

Since  lorns  are   grp,nted  only  on  first  mortgages  and  crnnot   exceed  50  per   cent 
of  a  conservrtive   value   of   tne   land  rnd  only  20  per   cent   of   the  value   of   the  build- 
ings  thereon,    it   is  pl-in  thrt   alm.ost   ony  lender  who  accepts  farm  real  estate  as 
security  would  extend  the  desired  credit.      On  such  security,    in  other  v;ords,    the 
far-.-.er  could    -et  money  from,  anybody  who  lends  money  to   farmers  on  farm  mortgage 
security.      The  gre.:  t   advp.ntages  lie   in  length  of    the  lo.an  -  about   35  years  -    the 
amortization  of' the  ^rinciT^al  for  the  entire  rieriod  of   the  lo.-n  and  the   comparative- 
ly low  rate  of   inter :st.      On  the   security  demanded  by  the  Land  Bauk  almost  anjr 
farm,  mortgage  lo.-n  rgency  can  mate    'these  advantages. 

If   this  institution  is  to  .'^0   all   th' t    it   can  for  fnrm.ers   it    should  strive   to 
perform  needed  service   not   now  available  from  other   sources.      Credit   should  be ^ grant- 
ed to   those   sound      gricultural   enterprises   that    can  now  get   no   credit   or  only   m- 
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adectiate  lor,ns.   If  this  c?,nnot  "be  done  ujider  the  present  l-'v^-,  earnest  effort 
should  Tso  :iiade  to  prv.pare  and  prrsent  constructive  cziendinents  to  Con.-^ress  so  that 
adequate  credit  service  nay  be  given.   To  offer  a  fev;  su-;-estions  grovrin-  6,iTectly 
out  of  conditions  with  which  the  Land  Banh  in  Sprin;2^ield  is  vjel"'  accuai:-.ted: 

1.  A  more  intelligent  basis  of  appraisal  of  fai^.  land.   With  til  the  data  of 
fourteen  years  loan  experience  at  hand  it  sho-old  he  possible  to  arrive  at  some 
fundamentals  of  lend  value  in  New  England  based  on  statistical  determinations  and 
appraisal  experience.   The  Ba:ik  is  now  doin^  some  ^ood  work  on  this  and  the  results 
should  be  definite  and  helpful.   But  thepe  statistical  studies  should  be  continuous 
through  a  Ion-  period  of  years  and  in  typical  r.-^ricultur  1  enterprises  and  regions 
if  a  scientific  basis  of  land  valuation  is  to  be  reached.   It  is  of  interest  that 
the  insurance  companies  are  now  employin:^  staffs  of  economrsts  and  fa,rm  ixianagement 
specialists  to  raake  studies  of  this  nature  for  their  o^tc.   enlightenment. 

2.  Some  flexibility  in  the  -jercenta-Jis  of  sec^n■•ity  reruired.   Any  loaning 
agency  Icno'' s  that  safety  is  not  entirely  measured  by  mathematics.   In  general  a 
loan  of  50  per  cent  of  the  land  value  is  perha.-os  the  raaxiimum  limit  of  safety,  but 
on  may  farms  60  per  cent  is  a  gilt  edged  loan  and  loans  of  75  per  cent  on  some 
farms  are  as  seciore  as  loans  of  5O  per  cent  on  others.   ?or  this  reason  a  ranking 
of  f£rms  in  good,  bett-^r,  bef;t  order  .T^ight  i/ell  be  made  b^^  loan  committees.   'The 
additional  loan  over  the  br.lk-line  -^^ercentage  which  a  good  frrmer  can  use  profit- 
ably but  cannot  -et  from  the  usual  sources  chea'oly  would  be  a  significant  and  con- 
structive land  ban'-  service. 

3.  Second  mortgage  lorns.   Under  riresent  conditions  ?  large  number  of  junior 
lo:-ns  must  be  T.ade  by  s'me  one  on  pro-oerty  fir<^.t  -ledr/ed  to  the  land  ba.nks.   In 

a  good  many  crses  the':e  loans  r;;e  more  difficult  to  obtain  and  interest  rates  are 
farther  out  of  line  than  pre  the  first  mortgr.ge  borrowings.   Tlie  land  ban'"s  are  not 
permitted  to  negotiate  Junior  lorns.   Perhaps  it  never  will  be  desira,ble  to  seciure 
land  barJi  debentures  with  second  .riortgrges.   Nevertheless  ther^  is  a  field  of  credit 
service  here  which  farm  loan  associations  are  in  a  position  to  render  more  cheaply 
and  intelligently  than  are  other  loan  agencies.   Having  ap^ir.iised  the  land  and  grant- 
ed e.   first  mortgage,  the  land  ban^.-  is  in  possession  of  the  relevant  datro  uoon  which 
to  extend  further  credit.   I  be"'ieve  an  extension  of  cr=:dit  in  this  field  through 
some  affili?,ted  institution  under  the  Pur)ervision  of  the  Farm.  Loan  Board  would  meet 
with  wide  approval  Find  render  much  needed  aid  to  New  Englrnd  a.rricultur,-!. 

h.    Sidney  Lanier,  the  beloved  southern  poet,  in  a  little  poem  entitled  "rnere'n 
More  in  the  I.ian  Than  There  is  in  t'.\e   Land"  illustrrted  a  principle  of  great  impor- 
tance in  making  fc rm  lo.  ns.   I  suppose  every  b-n"'  recognised  the  personal  responsi- 
bility of  the  borrov/er  r^s  a  rer^l  factor  in  determining  the  tmiount  of  a  lofn,  no 
matter  wha.t  other  security  is  offered.   In  estimating  probably  frra\.   returns  I  kiow 
of  no  single  fs.ctor  more  important  than  the  industry,  ability,  rnd  integrity  of  the 
owner  and  o-;e.ator  and  his  frmily.   In  most  inste.nces  he  is  at  once  landowner, 
ma,nager,  capitrlist  Fnd  Irborer.   Every  one  who  knows  farmers  assents  to  this.   I 
need  not  enlarge  on  it.   Nevertheless  under  the  reiu.lations  of  the  Farm  Loan  Board 
the  land  ba.nks  probe.bly  attrch  less  import'^-nce  to  this  factor  than  any  other  frrm 
loaning  a  :;ency  does.   Loans  are  m-ade  to  and  on  the  farm  rather  than  to  the  farm.er 
and  his  family. 

Plenty  of  good  reasons  can  be  axiduced  for  this  prrctice,  one  of  great  signi- 
ficance being  the  mobility  of  the  farmer  and  the  immobilit"  of  the  farm.   In  the 
fact  of  the  history  of  very  many  farmers  in  Nev;  England  this  is  not  a  compelling 
rea,son  in  many  instances.   In  some  foreign  couiitries  long  tim.e  losns  are  made  to 


approved  industrious,  prospective  -/ovii-^   farmers  who  c?n  offer  no  other  seciirity; 
and  the  individual  losses  have  'bean   very  few.   The  S- i'-i   to  p^griculture  hr  s  been 
remark' bly  great.  •  The  greatest  hai^.dica-n  of  trained  coll9='re  and  short  coureq  men  - 
e^i-ger  .'nd  ainbitious,  desiring  to  f^-srn   -  is  Is^c'''  of  ca;-)it  1.   Credit  extension  to 
prospective  far:;ers  is  a  state  function  out  of  str;te  fun.'s,  or  fros  priv.te  funds  ' 
specifically  designed  for  this  purpose,  •'^erhaps  additional  lon-^-  term  credit 
extended  on   the  bf.sis  of  personrl  security  and  integrity  should  also  be  a  '^-overn- 
ment  risk.   I  arn  sure  fev/  incelligent  app  ;aisers  who  de.  1  with  living  factors  ■ 
rather  th  .n  dead  assets  and  adding  machines  do  not  take  jjcrson-l  securit:,'  into 
account . 

5.   In  ?.ost  countries  of  Europe  the  credit  or  lo"n  rssoci'~tion  is  the  fo-'jjn- 
d-tion  stone  upon  which  other  forns  of  cooperative  societies  'ire  built.   Here  ther  ■ 
is  little  0-  no  connection  whatever  between  the  loan  aspociations  rnd  other  co- 
operatives.  In  fr.ct  the  loan  rssociation  is  us"ji;.lly  omitted  in  rnj   inventory  of 
cooperative  endeT;vor.   I  via   not  sure  thrt  the  initiative  for  such  recognition 
should  come  from  the  loan  association.   I  arn  convinced  that  the  connection  between 
credit  r.nd  production  and  marketing*  is  vitVl  and  organic.   I  feel  sure  tlir.t  a 
linkin:":  of  these  cooperative  functions  woul''  strengthen  both  the  organizations  and 
t-.e  fin?.nci?J  position  of  the  frrmers  who  comprise  them.   I  believe  that  through 
an  extension  of  the  cooperative  activities  of  th^se  loan  rssocictions  the  princi- 
ples and  practice  of  coo  eration 'can  be  and  should  be  'idely  r'nd  intelligently 
extended.  ■  ■    .   ■      ' 
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COULD  THE  PR0  3L^(S  OF  C00P"^ATI"'7S  ?lPCIIASI''Cr  ASSOCIATIONS  BE 
SOL^/llD  MOH^  EASILY  IF  THE  FASM  BOA^D  '.7E~^  EJfPO"'"E^.Er  TO  ASSIST  i:^"  TEIIS  V^'ORK? 

Quentin  Reynolds,  &enaral  Manager 
Eastern  States  Farmers'  Exchange,  Springfield,  Kass. 

What  is  the  need  for  coopera-tive  purchasing  associ'-tions  of  farmers?   Some 
will  say  "to  cut  out  the  middleman"-   Others  get  more,  specific  nnd  say  "to  get 
lower  prices",  while  others  will  tell  iroxi   that  it  mrf'as  for  more  effective  comjj--- 
tition.   Most  of  the  farmers  r/ho  say  that  are  not  regular  supporters  of  they  buy- 
ing association  "but  appreciate  havin^  a.?.l  the  benefit  of  teing  ahle  to  luy  through 
other  chajinels  of  distriuution  on  standrrd-i  influenced  favorably  by  the  com.petition 
set  up  by  their  fellov/  farmers  \7oi>iug  consistantly.   Experience  has  convinced  us 
in  the  ESFX  th."t  the  chief  value  oiir  member's  obtain  through  buying  together  is  the 
control  they  secure  over  the  cuality  of  the  comnodities  so  bought. 

In  the  commodities  bought  in  ^u.antity  for  business  purposes,  the  rav  materials 
of  the  farm  factories — feed,  fertilizer,  seed,  fuel,  lubricp,ting  oil,  etc. — a 
mighty  small  part  of  the  amount  that  farmers  t)p.j   goes  for  expenses  controllable 
t.irough  cooT^erative  effort.   We  have  to  pay  -practically  the  srme  price  for  the  oar 
of  the  same  corn  or  bran  that  the  dealer  pays;-  the  freight  rate  is  the  sam.e;  the 
cost  of  sacks  is  the  same;  labor  charges  incident  to  the  mrking  and  handling  of 
feeds  a.re  the  sa.r.e,  and  these  costs  compose  a  very  large  part  of  the  dollar  the 
farmer  invests  in  feed,  fertilizer,  or  even  seed. 


Take  this  pie  chart  which  brerirs 
up  the  dollar  invested  by  ES  members 
in  feed.   V.'e  are  ouite  sure  that  the 
costs  v;hich  ve  in'/.icate  here  are  lov; 
"we  take  o,  lot  of  pridje  in  the  fret 
t..at  our  costs  for  manufacturing 
at  Buffrlo,  distributing  through 
Springfield  witli  all  the  service 
technical,  educational,  etc., 
the  cost^  of  locrl  distribu-    ,■ 
tion  rt  the  c-:-,  -^rc  so  lo'.;    / 
that  altogether  they  match  the 
costs  which  f a  CE  the  retail  , 
grain  deader  in  :7.ost  of  the 
co.u'iunities  in  vhich  our 
members  farm  v/ithout  inclxiding 
the  costs  incident  tn  getting 
feeds  to  t"ne  r  triler,  but  we 
appreci-^.te  th't  ■:he<^e  cor^ts  arc 
.-.  small  ^r.rt  of  the  suiti  our  mernb.^_.  .., 
pay  for  ES  feed.   Th,^  cost  of  the   \ 
comriodities  involved  and  trans-Qort-^-  \ 
tion  lap  u^^  the  lion's  shcro  of  this 
pie.   That  is  vlL:f  y-z    contend  th-:t  •the 
bigg;st  tning  we  do.  for  our  rnem"bers  Is  to        _^ 
detormine  accui-:- tely  what  that  part  --hich  goes  into" 
this  big  section  here  brings  the  member.  '  The  ouo.lit-^ 
investment  of  our  member's  money  is  whrt  justifies  or 
ing  through  us.   If  ■  3  crn  save  him  I5 *  her.  by  ~ivin; 
that  much  r^rc  milk  for  the  75-'  than  the  oth..r  fello-- 
our  costs  her:  went  up  10^.   Th-t  10<c'  v/oull  look  li]:; 


i^W     Freight 
\l  '  ■    I'?. 2^ 


Value 
Ingredient  I 


/ 


/ 


/ 


y^ 


thrt   ■  e   'bt-in  f^r  this   7?'-' 
f'-ils   to   justify  his  puroh'-,s- 
;  him  grain  vaiich  ■'ill    :roduc>. 
can,    it  would  not    matter   that 
V.  lot    added   to   oiir   distribu- 
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ting  costs  if  considered  by  themselves,  would  it  not? — it  v;ould  double  those  costs-- 
but  it  would  be  a  small  part  of  the  consumer's  dollar  and  would  be  more  than  off- 
set by  the  l^d   worth  of  extra  milk.   So  it  is. control — economic  control  of  his 
purchases — that  the  farmer  seeks  through  cooperative  action  and  it  is  for  his  ov;n 
benefit  that  he. wants  to  exercise  that . control. 

Cooperative  "purchasing  is  not  altr"U;ism:  it  is.  self-help.   It  is  not  socialistic; 
it  is  intensely  individualistic.   To  be  successful., farmer  cooperators  must  be.  . 
strong,  intelligent  individuals  who  recognize  that-  by  working  with  neighbors  of  the 
same  calibre  they  can  improve  their  position.   That  does  not  mean  that  they  have  no 
social  or  community  sense.   It  meens  that  they  have  a  very  clear  understanding  of 
the  significance  of  group  a,ction  and  that  they  reaJize  that  the  community  is 
stronger  v/hen  composed  of  successful,  upstanding  individuals  banded  together  in- 
telligently for  their  own  good  than  when  it  is  dragged  down  by  subsidized,  pauper- 
ized, devitalized  people  v/ho  regard  their  fellows  as  legitimate  props  and  the  com- 
munity as  something  which  owes  them  a  living  while  they  are  sapping  the  last  dregs 
of  f-ertility  God  put  into  the  soil  of  their  homesteads. 

It  is  control  over  his  purchases  which  the  farmer  seeks  through  cooperative 
purchasing.  ,   , 

What  are  the  important  problems  farmers  meet  in  establishing  and  maintaining 
effective  cooperative  purchasing?  .  . 

They  must  have  volume  around  which  to  build  an  organization  able  to  compete 
successfully  V7ith  the  established  systems  of  distribution.   This  question  of  ef- 
fectiveness is  all  important,  for  unless  the  f armer-ov/ned  system  does  the  job 
better  than  the -.systex  in  which  he  has  no  interest,  the  farmer  is  better  off  de- 
voting his  'energy  to',  the  tasks  v/hich  ,do  respond  to  the  expenditure  of  his  energy 
and  capital.   The  number  of  members,  their_ loyalty ,  the  ease  of  securing  new  mem- 
bers and  of.,  holding  -old  members  is  influenced  as  much  by  the  effectiveness  of  the 
service  as  by  any- other  one  thing  and  possibly  as  much  as  by  all  other  factors 
combined.    '  ;■ 

And  wrapped  right. up  with  this  ouer^tion  of  .effectiveness,  of  course,  are  the 
problems  of  getting  and  serving  members — problems  of  educating  members  and  pro- 
spective members  and  of  serving  their  interest.   There  is  no  need  of  going  into 
details  of  this  in  this  discussion.   I  n  general ,.  they  a.re  familiar  to  us  all,  and 
to  contribute  anything^  ne'v  one  would  hf..ve  to  devote  an  entire  paper  to  the  question 
of  these  problems.  ; 

Could  the  Farm  ^oarci  assist  in  this  work  if  the  Act  they  make  effective  were 
amended?   This  is  the  question  we  are  discussing. 

In  April,  the  National  Chamber  of  Commerce  in  annual  meeting  assembled  at 
Washington  passed  a  resolution'  condemning  that  portion  of  the  Marketing  Act  which 
enables  the  Farm  Board  to  -et  into  the  harness  and  assist  farmer  cooperative  mar- 
keting associations  through  loans  made  with  tax  raised  fujids  to'  establish  and  . 
maintain  their  services.   Two  bodies  cannot  occupy  the  same  space  at  the  same  time, 
and  in  attempting  to  make  a  place  for  farmer  marketing  associations,  the  Board 
offended  other  bodies.   If  you  are  comfortably  resting  in  a  nice,  warm  bed,  you 
resent  being  asked  to  move  over  when  you  have  a  sneaking  suspicion  that  the 
blankets  will  not  cover  you  -and  the  other  fellow  too,  and  you  are  even  likely  to 
^how  fight  if  you  believe  that  the  fellow  means  move  "■out"  Avhen  he  savs 


Now,  this  resolution  which  the  Chamher  of  Commerce  passed  at  iVashington  in 
April  was  just  thp.t  sort  of  proter-t.  A  group  in  the  Chamber  were  convinced  that 
fariier  cooperative  marketing  as  the  Boa.rd  is  aggresively  pushing  it  will  destroy 
their  business.   They  would  not  wish  any  hind  of  farmer  cooperative  marketing 
asso'ciations  to  do  this,  but  they  re? ant  aggressively  being  forced  out  with  the 
assistance  of  government  funds  and  they  have  persuaded  the  Chamber  of  Commerce  of 
the  United  Sta.tes  to  pass  the  resolution  they  prepared. 

Commenting  on  the  Chamber's  action  various  members  of  the  Farm  Board  have  in- 
dicated that  they  regard  the  action  of  the  Chamfer  as  a  challenge  to  the  Board 
rather  than  as  a  cuestioning  of  the  Act  which  created  the  Board.   This  statement 
made  by  Chairman  Le  ;-re  and  released  for  the  newspapers  on  May  2  is  typical  of  the 
attitude  the  Board  has  taken: 

"The  Chamber  of  Commerce  proposes  to  ma,>e  the  F^rm  Board  impotent  and 
would  STJonsor  another  national  conference  to  adopt  some  more  resoliitions  of  sjmi- 
pa.thy  for  agriculture. 

"That  action  simply  confirms  what  we  told  the  membership  of  that  organi- 
zation ednesday  ; —  They  are  for  something  to  help  the  farmer  only  imtil  they 
find  out  it  works. 

"Natur-lly,  we  had  hoped  they  would  support  our  efforts  to  aid  agricul- 
t'ore,  but  if  they  are  going  to  oppose  us  we  are  glad  they  have  come  out  in  the 
open.   It's  much  easier  to  deal  with  an  enemy  who  is  squa^rely  against  you  than  one 
v/ho  pretends  to  'oe  friendly  but  fights  ^'•ou  behind  your  back. 

"Our  client  is  the  farmer  and  ?/e  are  goin^  to  continue  to  serve  him  just 
as  the  Agricultural  Marketing  Act  intended  we  should  —  for  his  benefit,  not  for 
the  benefit  of  someone  else". 

This  protest  bears  directlv  on  the  cuestion  I  am  discussing.   It  is  unfor- 
tunate that  the  frrm  Board  answers  it  is  a  political  speaker  treats  a  heckler.   The 
Board  should  stick  to  facts  and  should  build  favorable  propaganda  on  fact,  not 
prejudice. 

Mr.  Leg:re  is  perfectly  right  when  he  says  that  the  farmer  is  his  client 
under  the  terms  of  the  coope'ative  Marketing  Act  and  that  that  Act  his  Board  must 
serve  the  farmer.   On  the  other  hand,  the  Chamber  has  much  on  it?  side  in  that 
because  the  .rovernirient  is  tlie  representative  of  all  of  the  people  any  -^ct  which 
gives  vast  ^orers  to-  the  Boarc"  to  help  the  farmer  at  the  erpense  of  the  other 
taxpayer  is  a  bad  law  rn.^   one  '^hich  should  be  changed.   I  hold  no  brief  for  the 
Cha.mber.   That  the  Cham.ber  acted  in  defense  of  a  aroup  rather  than  to  vindicate  a 
principle  is  clear  for  it  was  silent  on  the  cuestion  of  taking  the  farmers'  money 
for  protecting  industry,  labor  x-nion  '^ages,  and  for  subsidizingsteamship  lines. 
It  is  this  hypocrisy  which  has  so  exasperated  f;  I'mars  and  which  has  led  the  Farm 
Board  to  i-et  off  guard. 

If  a  few  months'  administration  of  the  Marketing  Act  as  now  written  has 
sufficed  to  stir  up  so  organized  an  opposition  to  federal  subsidized  cooDerative 
marketing,  imagine  the  opposition  which  would  be  aroused  if  cooperative  purchas- 
ing were  also  to  be  included  in  the  program  of  the  Bo^rd. 

Ask  your  county  agent  or  any  other  memoer  of  your  extension  service  how  much 
more  aggressively  protests  are  received  when  by  act  or  implication  any  of  them 
endorse  large-scale  cooperative  purchasing,  and  hov.  little  unfavorabl©  comment 
they  receive  when  aggressivelj^  assisting  in  the  organization  or  maintenance  of 
a^  cooperative  m.arketing  association. 


n.    .        ■■     ■ 

An  article  ap-oerring  in  tne  Ue  "  Sn2;land  Home.tee.d  comir-enting  favorably  upon  a 
coo^>erative  milk  or  e^-g  marketing  project  is  v.ell  received.  An  article  in  the 
N-v.-'Sn-l?nd  Horaesterd  commenting  upon  the  purchasing  program  of  the  ESFX  almost   ^ 
al-ays^result.  in  loading  Glenn  Sevey's  desk  with  an  avalanche  of  vsnement  protests 
?rom  manitfacturers  and  distributors  who  recognize  in  the  ESFX  a  seriovs  competitor. 

It  v.as  because  the  framers  of  the  Marketing  Act  saw  clerrly  that  the  inclu- 
sion of  cooperative  pruchasing  assista,nce  alon-^.with  cooperative  "^f^f  \^f  ^f^"- 
tance  in  tha.t  Act  would  stir  up  such  a  hornet  •  s,  nest  that  the  ^'nole  Act  ^-f^ 
probably  be  defeated  that  they  ignored  the  problem  m  tne  Act.  /^;\^^^/,^^  f  ^'V 
is  v;hy  cooperative  purchasing  associations  have  teen  a.ked  to  ^^stand  upon  their 
two  feet  and  as  the  Chinsman  says  "have  no  Legge  to  stand  on. 

To  control  their  purchases  effectively  f---^/?^f  ^f  1!^  .^Y^tuf  ^armerras 
ci^-^tions  ar.^  li>elv  to  offend  not  only  trademen  and  ina.ustriali.ts  hut  ^^^^rs  as 
:  n^  Sot  so  very  many  years  ago  a  big  cooperative  grain  ^-^l  J^  ^^^^J^^^Jf 
in  Chicago  shipped  into  New  England  as  pnor  a  combination  of  f  l^'J^f^f  ^^-'°"J^ 
products  labeled  "dairy  and  stock  feeds"  as  we  have  ^^en  asked  to  feed.   A  pro 
Citable  sale  of  such  jun2.  by  the  Vfestern  clients  of  the  Fprm  ^oard  would  b.fc  r 
from  a  profitable  purchase  for  the  Eastern  clients  °V  f  toTrot  ct  Ihe  pur- 
laws  in  w:-.ich  the  legislators  have  sought  on  tne  one  ha.nd,  to  protect  the  pur 
cLser  and  on  the  other  to  maintain  a  market  for  the  ^'f^l^^l'^^^fZ     ■ 
promises,  and  the  benefits,  they  have  sought  to  pass  on  to  the  consumer  h.ve  not 
gone  f^r  enou^i  to  give  the  consumer  the  benefits  he  seeks. 

Franklv  the  problems  of  cooperative  purchasing  appear  to  me  to  be  suff i- 
cientlj  -ilsted  bv  the  federal  government  .hen  it  gives  to  ^J^l^^^^^, 
ri-ht  to  wrchase  cooTDeratively  the  same  protection  that  it  giveo  to  o^^^.s 
freedom  oropportu^ity,.- With  .this  protection.  -°P^-^i':g/-^"^^JJ,^:?.f  f  f  ?he 
markets.,  select  that  group  in  the  commodities  offered  ^^hich  specifically  fit  the 
specific  needs  of  a  specific  membership. 

There  are  sufficent  la^s  upon  the  statute  books  of  tn^^^rjes  .and  of  the    ' 
federal  government  at  this  tire  .to  enable  farmers  to  erect  ^°^  ^^^^'^^^^'^^I^J^j'^^^.?^ 
cooperative  purchasing  organizations,  end  such  j-^^^^  --^^J^'i'stUut  ons  L 
ottainin-  credit  on  reasonable  terms  borrowing  from  established  institutions  in 
accord  nee  with  sound  established  customs.   Cooperative  °^f  ^^^^■^.^°^!;:t't  tieir 
serve  the  interests  of  their  members  and  in  turn  those  mem.bers  can  P^^^^'^^^^^^J^, 
Tntlre'ts  by  the  laws  un^er  which  their  respective  associations  are  incorporated. 

It  appears  that  the  .Federal  Farm  Board  can  do  little  ''^ -^^^ ^^^ 
ciations  which  will  help  them  with  their  main  P-^^^VrrlinMct'a   t^   10^ 
the  members,  interests.  Any  attempt  to  so  amend  the  Market  ngA^^^^  ^ 

the  Board  to  work  with  pui'chasing  ^"•--"^^^^°^^;^''?^^,^^^  "?.^'^^  ^^epe  I  o?  the 
serve  cooperative  marketing  associations  for  it  might  bring  c.b6ut  ^^^P^!'^  ° 
Act  or  a  repeal  of  sections  of -the  Act.  many  marketing  cooperative.enthusiasts 

want  retained.  •    '      :     . 


Figures  given  1)7  H.  S.  Batcock,  Generrl  Manager, 
Cortland  Cooperative,  G-renge  League  Federr.tioii  Exchange 

Ithacr,  New  York. 
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Purchases  hy  Patrons       < 
VifholeseJe   cost   of  Purchases 
GROSS  MTmOIK 
♦Marketing  Income 
TOT/OL 


7f» 


$13?. 713. 01 

123.^22-37 

9,295-6^ 

l,S3U.Ui 

11,130.05 


T'o 


OPSKATIATG  EXP'^NS'^S 


Kana-reraent 


Financing ,   Ace  'tU: 
Cap it '1   Cost 
Vi'arehouse   Service 
Wa.r ehouse   «>  age  s 
Order   Getting 
**TOTAL 


Less   IntereFt   on  Stock 
TOT.\L  iraT  f.L'VHGIJT 


5^ 


65U.U3 

.05 

193- oU 

79U.3U 

♦  15 

.■6 

U,os9.oi 

3.03 

11^.97 

.OS 

5.SU5.79 

k.k 

33^igg 
U,9U9.33 


*  91  cars  catbage 
10  cars  potatoes 


-   1,169  tons 
6,501  bu. 


**  M.Tketin^:  Income  reduced  cost  of  service  to  "^'^ 


AG-^.VCY  P^O'OUCE  HEP0P1 


Smith 


Jones 


Tons  of  cabbrr^e  handled 
Tons  of  -ootatoes  handled 


265.50 
1U6.U0 
U1I.99 


3^1-91 

P7-^3. 
469T14 


G20SS  corassiOHS 

Cabb.  ge 
Potatoes 


337r73 
181.12 
453.85 


U13.U6 
211.63 
625,09 


BXPEITSES 

Labor 

Lumber 

i'/eighing 

Trucking 

Travel 

MT  IHCOME 
Per  ton  Ex. 
Avera,£;e  Ex. 


handling  cost 
handling  cost   per   ton 


Us.  SO 
S.OO 


5.00 

61.  SO 

397-05 

.15 

.3^ 


216.97' 
3-70 
10.00 
H.oo 

23^-67 

390. U2 

.50 
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THB  CRSDIT  PROBLEI'.^  IN  CARDOOR  DELIIT^.Y 

E.  ^.    Perreg-T-UX,  Extension  Economist 
Connectic-at  Agricultural  Colle;5e,  Steers,  Conn. 

The  car-door  syste.Ti,of  selling  wes  se;^-  up  to  provide  the  le.^st  amount  of  retail 
service  at  t..c  lo^'ert  ret-  il  margin,  the  theory  "being  thrt  the  more  services  the 
farmer  is  v/illing  to  perform  himself,'  such  as  ordering  in' adv?.nce  hi^  anticipation 
of  needs,  larger  size  prders,  and  cash  at  the  car,  the  smaller  the  costs  of 
operation. 

The  fact  thrt  f  arm  5r^.  hav.j  endorsed  this  method  of  distrihut  i)n  can  v/ell  be 
demonstrated  by  the  rapid  grovfth  of  the  Epstern  States  Prrmcrs'  Exchan=:e  and  b-/  the 
fact  that  other  agencies  are  offering  the  s?„me  t3^e  of  service,  vhich  t-rpe  of 
service  fon:i::rly  rfs  much  discourr.^ed  in  the  r^'gular  feed  trrde. 

In  t/io  course  of  its  r^pid  grov/th  cash  c"r-door  service^  in  many  cases. -has 
widened  its  fimctians  to  include  delivery  and  credit.   These  may  oe  desir-;ble  and 
neces-sary  but  unfortunately  rs  services' required  of  the  rjent  incr^rse  and  those 
performed  b]"  the  farmer  hi:-nself  dccre-^se,  the  margin  for  thr  Parent  must  be  in- 
crersed  to  care  for  the  "dded  services. 

In  the  case  of  fLslivrr-r,  a  trngible  cost,  which  can  r^-adily  be  deten-ained  most 
car-door  agents  i"ho  render  the  service  clirrge  for  •".t.   'Different  '^-/stem'^  of  de- 
livery are  used,  d:;livory  bT  the  agent  himself ,  th^  a  ;ent  hiring  the  goods  de- 
livered or  b  the  f ■■;  rmer  himself  h.'i\i.n;^,  them  deliv:r  d.   In  each  case  the  fr-r-ner 
cofiTiTionly  pa-'s  for  the  added  service. 

This  apparently  is  not  as  true  of  crodit  for  th 3  costs  of  credit  are  not 
as  apparent  as  are  the  cost  of  deliV',:r:,^;  bad  debts  .':re  difficult;  to  estimate, 
cost  of  collection  vary  ■'."idely,  interest  is  not  generall"  figured  in  as  a  cost 
in  the  business  world  except  on  borrowed  money;  so  thrt  -uch  credit  service  is 
given  v/ithout  adequate  charge.   For  inst-nce  of  5U  crr-door  agent -^  studied  this 
year,  only  20  or  less  than  a  third  made  a,  charge  if  farmer r.  did  not  pay  cash  at 
the  c  r,  while  hk   agents  or  69  per  cent  made  no  chrrge  for  credit..   Of  those 
who  ch.arged  for  credit  9  charge  6^  after  from  10  to  60  days.  7  caarge  qil  per  ton 
pJter  from  5  to  3O  days,  one  charged  1  per  cent,  one  2  per  cent,  vrhile  one  did  not 
stcte  the  aj-a-ujit  charged.  ,  ,       . 

The  rep.orts  of  the  agent-?  in^icrt  -d  that  the"  thou.ght  their  credit  business 
was  i'-uproving  for  lU  srid  it  was  increasing,  20  decre'-sing  end  23  re-sorted  it  v.-as 
practically  the  same  as  last  -re   r.   Hov.'ever,  the  f  ignires  tebul:  tec!  indicrted 
that  the  p.ieturemay  be  soroevThat  different  from  the  estimttesquot  d. 

The  sur.voy  tabulations  f..or  65  agent f  as  shovn  in  chpe^t  number  1  indicates  that 
^0  per  cent  of  the  agents  took  over  S  weei--s  to  collect  10^  nor  cent  of  their 
accounts,  and  only  3  out  of  65  dealers  or  U. 6  eer  cent  coll  cted;100  per  cent  crsh 
at  the  car.   The  figures  fox  seed  sales  were  a  little  better  bv.t  fertUizer  was 
practically  the  spjr.e  as  feqd.   If  ve  ta''-e  instead  of  the  number  of  dcrlers,  the 
amount  collected  in  the  different  periods  v.-e  find  th.-t  U5  per  ce -t  of  the  totf.l 
was  collected  -t  the  err  in  the  case  of  feed,  5I  per  cent  on  seed,  and  Ug  per 
cent  on  fertilizer  as  indicated  on  ch-rt  number  2.   On  feed  20  per  cent  m.ore  v;as 
wollect  ■■  within  one  v/esk,  l"}   -oer  cent  more  v-ithin  2  v/ee''-s,  I6  per  cent  more  with- 
in a  month,  four  per  cent  moro  in  2  months  aaid  '-!  per  cent  rrn  over  2   months. 
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Comparing  the  results  of  the  surveys  in  192S  and  1930  v;e  find  thr.t  collections 
ar.3  less  proriiiDt  thfin  they  were  in  19^3  both  in  the  number  of  agents  collecting 
100  per  cent  in  the  different  periods  as  shown  in  chart  3  a-^d  the  per  cent  of 
cash  collected  in  the  different  periods.   In  ch"rt  U  the  nercentr'ge  of  cesh  at  the 
car  dropped  from  5I  per  cent  in  192S  to  kk   per  cent  in  1930,  while  fertilizer  sales 
dropped  from  59  per  cent  cash  at  the  csr   in  I92S  to  51  per  cent  in  1930-   There 
appears  to  be  some  indication  that  agents  are  not  maintaining  ground  in  their  cash 
at  the  car  policy. 

As  an  illustration  of  some  of  the  more  difficult  cases  I  have  pictured  on  the 
next  chart  five  selected  agents  -dving  the  -oer  cent  of  the  total  cash  collected 
at  different  periods.   You  will  notice  thpt  in  all  five  cases  more  than  5  per  cent 
of  the  total  ran  lon;er  than  2  months  rjidin  one  case  the  amount  which  ran  lon.:,-er 
than  2  months  was  25  por  cent  of  the  total. 

The  a.mount  that  formers  owe  also  appears  to  be  on  the  increase.   A  tabulation 
of  the  largest  amount  owed  by  fr-rmers  during  the  ye-r  showed  th^t  in  I92S  this 
figure  averaged  lS'4-5  while  in  193O  it  had  incre-sed  to  3087.   The  smallest  aainunt 
owed  the  agent  during  the  yerr  increased  from  an  average  of  6I?  in  19 '3  to  I53O 
in  1930.   Both  these  figures  vTere  based  on  26  agent;'  who  reported  for  both  yerrs. 
The  average  accounts  outstanding  based  on  26  agents  was  $1103  in  1923  and  had  inc- 
reased to  $2005  in  1930.   You  may  r sk  what  about  those  who  received- 100  per  cent 
cast  at  the  car?   If  you  -i.-ill  recoil  there  were  only  3  out  of  65  who  carried  out 
that  practice. 

In  spite  of  all  this  credit  onl-^  25  out  of  3^.  agents  revolted  any  uncollectible 
accounts.   It  is  difficult  for  rny  businessmen  to  concede  that  any  account,  is 
uncollectible  but  it  is  pr-.cticrlly  impossible  to  do  a  credit  business  and  not 
suffer  losses  from  bad  accounts  no  matter  hor  carefully  th^  business  is  managed. 
An  average  of  2.3  accounts  "oer  a.gent  a/os  reported,  average  $1j7  T^'"^  account  \7hich 
represented  an  .accumulation  of  one  to  seven  years  business.   Ther--  is  no  doubt 
but  tlir.t  the  estimates  of  Bad  Debt<^'  arc  iiiuch  too  lov.   In  some  bnt,inesses  Bad 
Debts  up  to  2  oer  cen^;  of  sales  are  chax-gdd  off  annually.. 

Another  item  of  cr-dit  toe  little  considered  ic  thrt' of  .lo.."  of  interest. 
The  amount  of  money  tied  up  in  <.:ccounts  could  be  used  fyr  othe:-'"  pui-iDOses  if  avail- 
able. 

Ordinarily  the- man  to  v.'hom  money  i?  owed  must  he  op  tr^ch  o'."  it  which  involves 
booklceeping  JJid  collection  e:coenses.   Persona,l  vir.it  3  althtiu.gh  they  may  be  partial- 
ly chargeable  to  ne' ■  business  and  ord^r  getting,  often  ;Jro-.<.id  b^  charged  to  costs 
of  collection.   You  all  Itnow  that  it  cosus  money  cc   driv'i  a  Cc-r  or  a  collecting 
trip.   All  of  these  it--ms  of  cost  must  be  cnrsic-ercd  ih  cre;".it  t  r- jasactions. 

As  an  illustrrtion  of  v;hat  credit  costs  reall"'-  a:.^':  let  •^'.    v.r-e  oome  of  the  figure; 
we  have  availrble  from  this  survey.   The  avora.i-e  volume  of  but"r..'ss  of  5O  agents 
in  1929  v;as  §51,000  which  represented  r  bout  1,000  to. is.  of  feed  p^-^  year   These 
same  agents  had  outstanding  an  average  of  $1S3U  in  AccouJits  Recelvab'e.   If  we 
apply  the  cost  of  credit  determine  d  by  the  study  of  P^'ofessor  Leland  Spencer  of 
Hew  York  State  in  their  feed  stores,  the  cost  of  cprrying  this  $133^  at  I3.2  per 
cent  per  ye  r  v/ould  be  $253'   ■'^is  cost  rpportionod  to  '  volurae  off"  1,000  tons  of 
feed  per  ye-~-r  would  omcunt  to  25  cents  a  ton,  divided  as  follores:  Bad  ""^ebts,  6 
cents.  Collection  Costs,  3  cents,  Interest  9  cent'-,  Account   costs,  6  cent  5,  r  nd 
supplies  1  cent  per  ton.   This  souJQds  far  fetched,  but'  a  moment's  figurin-  in- 
dicates that  credit  cannot  be  obta.ined  for  nothing. 
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'.That  is  being  done  "by  the  agents  to  control  or  reduce  credit.  Si^^hteen  out  of 
U5  who  f'ollo'..'ed  some  pl.nn  used  some  form  of  personal  rppros-ch  either  by  visit  or 
letter  to  ask  for  prompt  payment.   Only -tv^elve  out  of  the  U3  or  2S  per  cent,  re- 
fused .to  deliver  the  goods  unless  they  '"ere  paid  for.   Eight  of  19  per  cent  re- 
quired payment- before  the  next  shipment  v/as  ordered.   V-rious  other  mec.ns  v/ere 
used  b/  individual  agents.  ... 

One  thing  v;as  bro'U-'jttout  forcibly,  that  there  is  no  standard  method  of  handling  ' 
the  credit  cuestion.   Perhaps  this  is  impossible,  and  yet,  has  it  been  tried? 
The  car-door  delivery  system  is.  really  beyond  the  trial  stage.   Farmer'^  are  ad- 
Justing  themselves  to  its  needs..   Are  they  roing- too  far  in  their  adjustments  so 
that  the  cr-.'it  practices  will  grs,dullay  eliminate  the  advantages  of  this  type 
of  retail  service?  One  of  our  Connecticut  feed  bu3/in.,-  associations  last  year 
nearly  foundered  on  the  rocks  of  over-expandedr-credi t.  Reorganized  they  realize 
fully  the  danger  of  a  too  liberal  credit  policy.   They  t^.rs  nov;  on  a  cash  basis 
following  their  members  very  closely  and  do  more  business  thnn  they  ever  did  be- 
fore. "''," 

It  is  so  easy  to  start  giving  credit  and  once  the-  entering  wed.ge  is  inserted 
it  seams  almost  impossible  to  stop.   I  am  con  vinced  that  it  is  la^-gely  up  to  the 
local  manager.   If  he  is  convinced  that  a  cash  business  is  possible  it  usunlly 
is  in  effect.   If  he  is  in  doubt,  the  business  apparently  cannot  get  along  with- 
out credit,  ,    '  .   " 

Does  the  Eastern  States  Farmers'  Exchange  have  a  .y  responsibility  in  the  matter? 
Directly  no,  for  they  are  not  responsible  for  the  accounts  contracted  for  by  the 
agent,  Ho".'ever,  they  are  indirectly  concerned  by  reason  of  the  fact  that  the 
H)1.30  per  ton  me.rgin  was  set  to  cover  one  type  of  service  -'"nd  apparently  the  locrl 
men  have  ext-.-nded  the  services  m.aterially.   In  the  long  run  the  a.^ents  must  be 
paid  for  services  rendered. 

V/hat  WF.ys  can  be  used  to  imp.rove  the  situation?  One  method  is.  for  the  agents  . 
to  make  out  a  t.-Hy  sheet  with  the  number  of  sacks  due  each  man  and  the  totaJ 
a.Tount  of  his  bill.   Tlie  tally  sheet  can  be  posted  in  the  car  and  used  to  issue 
and  charge  for  the  goods.   Any  extra  can  simply  be  added  on  to  bills  already  mrde 
out.  .        . 

Some  agents  call  their  farmers  before  the  car  ?jrrives  telling  them  what  their 
bill  will  be  so  that  they  cfin  bring  or  send  a  check  to  the  car. 

Another  help  is  to  emphasize  continually  the  cost  of  credit  as  one  manager  did 
cite  the  cha.in  store  as  an  illustr-tion  of  a  system  \7h0re  customers  arc  Avilling 
and.  ready  to  pay  cash. 

If  an  adeouate  charge  were  made  by  all  agents  on  a  standardized  basis  this 
might  have  some  effect  although  there  is  the  ianger  of  the  attitude  on  the  part  ' 
of  tae  buyer  that  he  has  paid  for  the  credit  and  therefoi'e  is  entitled  to  it  for 
as  long  a  time  as  he  sees  fit. 

Some  agents  make  it  a  practice  to  keep  blank  checks  on  their  customers-  banlc- 
so  that  they  may  be  filled  out  rs  soon  as  the  feed  is  delivered. 

In  the  final  analysis  the  service  required  b,- -farmers  should  be  Tjrovided  for 
them  but  on  a  sound  basis:   If  cr  ;-dit  is  necessary  it  should  be  paid  for  adeciiate- 
ly  by  the  man  who  receives  the  service.   The  agent  cannot  be  ex-nected  to  absorb 
it  nor  can  the  man  who  pays  cash  for  his  goods  be  expected  to  pay  part  of  the  erst 
of  carrying  the  man  who  prefers  or  is  forced  to  get  his  goods  on  credit. 
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COOPESATIV^;  PUECHASIITG 
3.  H.  Rinear,  Ass't.  Agriculturrl  "Economist, 
University  of  lTe^7  Hampshire,  Durhain,  U.H. 

Perhaps  the  story  of  the  colored  parson  who  said  he  first  told  the  congrega- 
tion what  he  nas  goin-^;  to  tell  'em,  and  then  told  'en,  end  then  told  'era  what  he 
had  done  told  'sm,  will  applj"-  to  my  remarlrs,  bece."ase  I  am  not  acquainted  with 
what  has  been  soid  on  this  subject  d"urinc  the  previous  days. 

In  my  discussion  of  this  subject  I  would  li^'ie  to  approach  it  fron  a  different 
angle.   If  we  reduce  oxir  reasoning  regarding  all  marlieting  to  one  conrnon  denomin- 
ator, which  can  be  applied  to  private  and  cooperative  organizations  alihc  it  vill 
be  much  easier  to  compare  them.   The  one  element  which  tl-.ey  have  in  common  and  on 
which  each  eventually  has  to  stand  or  frll  is  efficiency  of  operrtion. 

IVhat  is  efficiency  of  operation?   It  m.eans  low  operating  costs.   It  m:?"ns 
small  gross  mr.rgins  and  a  minimum  -"imount  of  net  profit. 

I  believe  we  ca.n  a.ll  a.gree  ,  that  whe  ii  a  privatel;'  ov/iied  and  operated  concern 
is  fulfilling  all  of  these  recuiroments  and  satisfying  the  mrjority  of  the  buy- 
in;;  public,  there  is  no  need  to  form  a  cooperative  and  attempt  to  improve  the 
service. 

From  the  stud/  of  operating  costs  of  retail  grein  stores  in  New  Hampshire, 
we  learned  there  is  a  great  range  in  costs,  gross  OK^a-gins  n/.id  net  profits.   This 
held  true  for  the  cooperative  as  well  as  tho  privr.tel''  or  nod  store.   The  fr?ct 
that  a  store  v/rs  ov/ned  oj  e.   group  of  farmers  and  cooperative  in  nr^me,  was  no 
guarantee  that  it  would  be  efficiently  managed. 

It  was  ramarl-ied  yesterday  thf.  t  our  discussions  should  be  ba.sed  on  facts  and 
that  we  should  have  figures  to  bac't  up  our  state:'V5nts.   \7e  found  in  IJew  Hp^npshire 
that  totn.1  costs  of  kl   stor;-s  varied  from  $.06  to  $,.18 ■.par  dollar  of  sales.   This 
amount  was  sub-divided  under  the  heads  of  fixed,  laoor,  delivery  rnd  other  costs 
as  follo'TS.   Fixed  costs  varied  from  $.01  to  $.05;  labor  costs  from  $.035  ^o  $.105; 
delivery  costs  from  nothing  to  o  \cr   $.02  and  other  costs  from  less  than  half  a 
cent  to  about  $.07. 

Perhaps  the  most'  surprising  results  obtained  in  the  study  are  the  great  dif- 
ferences in  smou-nt  of  sales  comprr.-d  with  the  actual  amount  of  fixed  costs.  Ho 
betcer  excjvple  could  be  had  of  efficiency  and  lack  of  efficiency  in  the  use  of 
capital  than  is  apparent  in  those  illustr."tions.  'Then  a  range  in  total  rmount 
of  fixed  costs  between  $o09  to  $93^  cm  result  in  sales  v-'ryin^  from  $13,000  to 
$70,522  it  shows  volume  of  business  .'oay  have  great  effect  on  the  fixed  cost  per 
dollar  of  sales. 

Store  .:ip.nagers  are  interested  in^aiowing  how  ra^id  a  turnover  of  total  in- 
vest rent  is  iTiade  in  relation  to  ye:  rly  sales.   It  was  foiind  th;  t  turnovers 
va.ried  from  1  to  12  times  with  an  average  of  four  times.   Furthermore,  with  each 
increase  of  LIOT  0  of  investment,  fixed  costs  increased  approximately  .1/3  of  ~.  cent 
per  dollar  of  saleo.   The  most  efficiently  oper-ted  stores  are  able  to  do  $100,000 
worth  of  business  with  an  invcstm.:>nt  of  from  $12,0^0  to  $15,000.   Too  freo^ie.itly 
capital  has  been  invested  in  buildings  which  have  a  capacity  several  ti^.es  larger 
than  necessary.   Such  instances  of  over-oxpan^,ion  represent  an  economic  v/F.stc  to 
the  dealer  rs  well  as  to  the  communit"^. 


Ov3r  half  the  expense  of  grain  storos  is  duo  to  la"bor.   Even  thoi\:;h'it  is 
flexible  and  easily  changed  there  are  ;nany  instances  ^vhe^-e  too  n;uch  help  is  main- 
tained.  The  inti^ortp-nce  of  having  large  yearly  sales  c?.lon™  with  lov?  labor  costs  ' 
should  receive  nore  a.ttention  by  store  -nanagors.   "Then  the  ye-"~rly  s-?les  were  di- 
vided by  the  number  of  people  employed,  the  sales  per  man  vrried  from  $20,000 
to  p60,000.  'When  saJes  per  man  car:  vary  $Uo,000  there  is  considerable  chance  for 
improvement.  Either  more  business  should  be  forthcoming  or  the  number  of  people 
employed  reduced.  Also,  labor  costs  are  redticed  approximrtely '$.02  per  dollar  of 
sales  as  sales  per  m.an  increased  from  $20,000  to  $60,000. 

Since  labor  represents  over  half  the  tot"l  costs  qf  oper^-ting  a  grain  store,, 
it  is  possible  to  sho^T  the  relationships  for  sales  per  man  rrith  tot'l  costs  a-id 
gross  margins,  As  sales  per  man  increase  from  $20,000  to  $6o,000,  total  costs 
decrease  ap-:)roxim.ately  $.06  and  gross  mo.rgins  approximately  .055  per  dollar  of  .  .r. 
saJes.   ?ui'thermore  there  is  a  tendency  for  profitr  to  increrse  and  the  number  of 
stores  operating  at  a  loss  to  d6crea,se.   Fifteen  of  the  stores  included  in  this 
analysis  v/ere  operated  at  a  loss  ^.nd  26  at  a  T)rofit.  Many  more  of  the  stores 
could  h^.ve  made  a  profit  if  they  had  dropped  one  or  two  m.en  from,  the  pay  roll. 

If  v.'e  assemble  the  lowest  cost  for  e''ch  of  the  four  headings  as  fixed,  .Ipbor,   ^ 
delivery  oxiA.   other  costs  from  these  Ul  stores  and,  -vaVe  up  r    composite  total  cost  ^^ 
rhich  v-Quld  represent  the  most  efficient  possible  method  of  store  oper?tion, 
v;e  would  have  a  totcal  cost  of  ap-orcximatcly  Sp.Oo  per  dollar  of  sales.  ,«->■ 

Basing  judgement  on  these  facts,  I  believe  we  will  agi'-ee  there  is  much  oppor- 
tunity for  ir.:prover:.ent ,  for  there  is  no  doubt  that  some  stores  are  more  efficient- 
ly operated  th?j.i  others.  Furthcrm.ore ,  when  the  retail  cash  store  prices  of  grain 
were  com.pared,  it  v;as  found  that  prices  were  usually. low  as  operating  costs  were 
low.   In  other  words,  the  bxiying  public  v/as  usually  paying  for  the  cost  of  dis- 
tributing whether  they  happened  to  be  large, or  small. 

Since  these  conditions  were  found  in  a, sample  of  Ul  retail  grain  stores  scat- 
tered 'over  the  state  of  New  feuv.pshire,  undoubtedly  similar  information  would  be 
obtained  in  the  other  New  England  states. 

How  are  these  conditions  to  be  changed? 

Shall  we  recomiTiend  to  thc.e  managers  th-t  they  reduce  their  overhead  by  cutf'ng 
the  flexible  costs  such  as  labor  and  credit.  ''<hin   i.s  the  logical  one  to  bring  this 
change  about?  From  contacts  as  an  Experiment  Station  worl^er  I  have  Icc^xned  that 
private  as  well  as  cooperative  m.anagers.  s,r  seeking  help  with  their  problems. 
Should  they  be  ignored?         '  ,s 

The  process  of  eliminating  the  inefficient  dealer  is  contirraally  going  on  and 
it  v/ill  do  so  for  a  long  time.   But  when  we  appror-ch  this  subject  from  the  stand- 
point of  the  purchasing  public,  it  would  seem  that  the  majority  would  benefit 
more  if  the  change  could  be  brought  f.bout  in  less  time  rthan. the  slov/er  elim-inating 

process  of  existing  competition.    '  .     ^ 

■  ^^ 

The  study  of  grain  store  costs  in  Now  Hampshire  shoAved -there  is  a  need  for 
further  development  along  this  line.   Cooperative  bujring  and  selling  organizations 
in  New  Engir;n(i  oiit-number  the  sellin:  or  bargaining  organizati-ins.   It  is  the  form 
of  cooperation  in  Nov/  England  which  has  ta'-e  n  the  lead.  Just  because  it  happens 
to  be  a  form  v;hich  buys  and  sells  inst^^.-d  of  just  selling  does  not  seem  to  be  a^ 
sufficient  rorson  for  condemning  it  to  go  alone.   In  m.y  opinion,  we  should  seek  all 
the  help  and  advice  possible  with  these  problems  and  be  ready  to  ta'-e  advrntage  of 
any  assistance  v/hich  the  Federal  Farm  Board  might  be  empowered  to  give. 


I8g 


jCk^ 


RELATIONSHIP  BETITSIIH  A  SAHGAIiniTG-' O-.G-.tTZATION 
Ml   FA3K^-0'II\ED  MILII  PLAl^TTS  IJT  TH^  SAI''^  J^LZ  SI-IED 

Clyde  L.  King,  Marketing  Economist, 
Philadelphia,  Pa. 

I  build  zvj   reasoning  on  the  basia  structure  of  cooperative  marketing  of  dairy 

products.   To  get  nost  satisf actor^r  returns  any  product  rrrust  be  adapted  to  the 

market  both  in  cuality  and  in  output  in  relation  to  needs.   The  best  r:Gans  to  these 
ends  lie  through  self  help  in  farmer  cooperatives. 

T'TO  cl-.sses  of  such  cooperatives  have  develoiied  in  the  dairy  industry  particu- 
larly during  and  since  the  World  ^h.v,    one  the  exclusively  sales  cooperative,  the 
other  the  -manufacturing  cooperative.   The  latter  t-'-pe  has  at  times  assayed  the 
dual  role  of  selling  \7h0le  milk  in  Competition  to  those  wh'"'  buy  from  ther.  .Tliis  ha' 
alv\ays  seem.ed  to  me  to  be- a  violation  of  good  business  prrctice.   One  can  not  ex- 
pect his  competitors  to  com.e  to  him.  happily  for  hi<^-  supply  for  the  pirn  offers  too 
much  of  a  menace  not  only  to  good  business  practices  but  also  to  equcal  bargaining 
power. 

Previous  t'-  the  world  '.ar  the  dair^r  sections  of  the  United  Stat-.-.s  were  dotted, 
here  and  t?aerc  vzith  sm.all  so-crlled  coo-icrative  butter  and  cream' plants.   These, 
follo-'ed  tlve  introduction  -f  the  separator.   They  Fer-:  "ushed  more  by  the  salesmen 
of  separators  than  built  by  economies  in  cooper-'tive  mrxketing  or  bi'-  good  butter 
practices.   Tlien  followed  the  larger  butter  centralizers  v;ith  better  manuf actu.ring 
technioue  rnd  with  farflujig  marketing  pO'/'er. 

So  ..0  of  the.  manuf  acturing  coopevatives  later  e"panded  int-)  this  newer  and  lar^,'er 
field.   Others  died  the  death  of  unfit  economic  units.  A  few  stru.-;,-gle  on  too 
often  by  poaching  on  the  better  markets  created  and  protected  by  sales  cooperatives 

Within  the  cities  one-horse  frrm.er  distributors  were  forced  out  by  the  economics 
and  the  better  equipment  of  larger  distributors.   In  time  the  great  majority/-  ^f  the 
whole  milk  came  to  be  distributed  \>y   not  over  half  a  dozen  large  distributors  in 
each  city.   Then  in  recent  yeors  the  one  or  m.ore  of  the  larger  distributors  in 
each  metropolitan  a.rea  have  been  mrged  into  great  combines  with  rll  but  national 
scope. 

Now  a  half  dozen  contr:-lizers  manofactiire  'and  sell  most  of  the  butter  and  a  half 
dozen  companies  manufacture  and  sell  .the  by-products  of  m.ilk  such  as  cheese  and 
condensed  r:::id.   potdered  m.ilk.   Into  t'lis  r)ictur5  m.u?t  now  nlso  be  thrown  an  amazing 
growth  durin;;  the  post-war  years  in  the  large  chain  store  concerns  that  not  only 
handle  butter  but  also  condensed  milk  p.nd  bottled  milk,  r.ost  of  then  having  their 
ov/n  brands  of  butter  and  of  milk  by-products  and  a  few  doing  their  own  menuf actiorini 

On  the  selling  side  there  has  been  n^  growth  of  selling  power  in  the  post-wa,r 
years  comparable  to  this  growth  in  buying  tiovot.      Tliis  is  not  srid  in  criticism, 
of  the  large  buyin:;,  mi'-^nufrcturi ng  pnd  distributing  concerns.   These  corporations 
have  brought  with  them  economies  and-  a  technioue  that  justify  their  rapid  ^rov/th 
in  the  main.   They  can  be  gre^t  -oowers  for  good  in  marketing  stabilization  r./ie  m 
selling  power.   Bat  a  fair  price  is  a  bargain  reached  bet'.'/een  him.  who  selin  ard 
him  who  buys  each  with  equal  power  to  'Withhold  or  to  refuse  to  buy.   Centralirod 
buying  pover  must  find  its  equal  in  selling  pov/er  for  th.  long  tim.e  good  of  both 
sides  to  the  bargain. 
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To  be  sure  the  metropolitan  spies  ?.nd  mantif .''cturin,:;  cooperatives  for  fifteen 
years  have  been  loosely  ''aiit  tOoSther  through  the  Nationr.l  Milk  Federation.   But 
this  organization  is  not  equipped  to  aCt  as  a  sales  advisory  organization.   In 
times  of  market  need  it  has  been  an  effective  unit  in  getting  needed  coo-?eration 
between  regiona.1  mr.rkets.   In  fact  it  has_  not  even  been  effective  in  preventing 
one  of  its  members  a.ssociations  from  attempting  to  destroy  the  markets  of  another 
member  associa.tion.   The  Federa,tion  ha.s  performed  a.  useful  educp-tional  service, 
Tlirough  the  Federation  the  milk  producers  of  .the  country  have  had  an  effective 
voice  in  national  legislation  and  administrrtion.  '  But  it  has  not  been  a,n  effective 
.marketing  agency  aaid  by  the  very  nature  of  its  orga.niza.tion  could  not  become  so. 

A  proposal  is  now  before  this  Federation  to  create  a  national  sales  committee 
with  pov/er  to  know  and  to  advise  on  marketing  mil;c  throughout  the  country.   This 
committee  is  a.lso  to  hr've  power  to  organize  unorganized  territory  and  to  aid  weak 
organizations.   The  proposal  gives  to  this  coniTiittae  no  compulsory  powera  save  by 
corr_7.on  consent.   The  plan  holds  great  possibilities  for  stabilising  investments 
both  in  the  country  and  in  mr.nuf acturing  and  distributing  plants. 

Helpful  as  a  cooperating  agency  in  the  work  of  this  Ifetional  Sales  Committee 
can  be  the  ITational  Dairy  Council.   Useless  one  v/ithout  the  othjr.   The  Nationa.l 
Dairy  Council  has  recently  again  proved  its  value  in  its  drive  for  the  consumption 
of  butter.   The  qua.ntity  of  butter  in  storage  in  January  greatlj'-  exceeded  usual 
qua,ntities.   Tlie  price  skidded-  dov/nward.   Stora.ge  men  were  losing  m.oney.   There 
was  a  reaJ  menr.ce  to  f'rm  prices  in  the  following  sea.son.   Just  then  Robert 
Balderston  arrived  in  Chicago  to  tai-e  chr.rge  of  the  cehtrpl  office  of  the  National 
Dairy  Co-oncil.  Ke  at  once  started  s.   vigorous  program  for  butter  censumption. . 
He  inspired  leaders  into  action  i,n  every  paLrt  of  the  United  States.   The  butter 
panic  subsided.   Butter  prices  hardened.   Consianption  went  up  to  new  heights. 
Millions  of  dolla.rs  were  sa.ved  to  the  butter,  in:- ustry  a-nd  to  milk  producers. 

This  serves  only  as  an  exajnple  of  the  kind  of  consun^ption  j:^ida.nce  tha.t 
Council  with  its  federa.ted  State  a.nd  local  unit?,  can  ,;ive  not  only  as  to  milk 
arid  buttev  but  as  to  powdered  milk,-  condensed  milk  rnd  every  other  dair;/-  -oroduct 
A  na.tion  of  city  errners  A7ill  turn  more  and  m.or-3  to  dairy  products.   This  normal 
trend  can  be  rapidly  extended  throurh  such  educational  giidance. 

But  educationaJ  •  ork  however  wisely  and  efficiently  conducted  can  not  sell  all 
of  any  essential  product  regardless  of  the  ajnount  produced.  Production  m.ust  be 
kept  within  reasonable  limits  of  cons-umption.   And  this  is  the  job  of  the  dairy 
farmers  themselves  functioning  through  this  National  Sales  Comnittee  and  local 
cooperatives.   It  is  not  the  sole  or  even  the  main  f"Jiiction  of  sales  cooperatives 
to  get.  a  good  price  for  the  products  they  sell.  .Tlieir  first  .job  is  matching  pro- 
duction t,o  consumption.  lYhen  this  is  done  something  can  be  done  toward  price 
stabilization —  but  not  before. 

The  Federal  Marketing  Board  has  adopted  the  policy  of  aiding  both  sales  ajid 
manuf -acturing  coope.'atives  through  Federal  loans.  ,  Of  the"  manufacturing  and 
ovming  cooperatives  substantial  Federal  loans  have  been  given  to  the  Dairymen's 
League  and  to  the  Land  o'  Lakes.   To  the  owning-distributing  cooperatives  in 
Cleveland  and  in,  Cinci  nna.ti  lof.ns  have  also  been  made. 

As  to  their  effects  on  marketing  programs,  two  points  should.be  made  here.   The 
first  is  the  doubtful  expediency  of  putting  eith'.--r  farmer's  monej/  or  taj:payer's 
money  into  duplicating  distributing  systems,  in  our  cities  so  long  as  cooperatives 
are  met  fairly  by  the  buyers  and  completely  reco.gnized.  .  In  marketing  facilities  \7e 
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differ  from  most  cities  in  '^iiropeFn  Countries.   In  thope  citiss  substantir.l  privr.te 
investT.ents  vere  not  in  existence  tefor?  dairy  cooper.-^.tives  were  in  existence. 
Under  such  conditions  f  .^.rmer '  s  coo  erative  distri^butin^  plant?  can  grow  up  with 
the  business  without  the  extra  cost  of  duplicating  invest-ents  and  without  the 
heavy  cost  of  getting  a  volu'ne  adequate  to  lov;  unit  costs  through  the  grueling 
competition  of  established  "businesses.  ,  The  results  obtained  R.t  lorst  thus  far 
have  not  justified  the  expenditures  of  tax  moneys  nor  of  farmers  moneys  for  dup- 
licating substantial  and  cooper  ting  city  investments.   To  be  sur?  if  large  mill: 
buyers  or  big  city  distributors  will  not  recognize  and  worh  with  sales  cooperrti ves. 
dairy  producers  —  if  they  are  to  maintain  equal  bargaining  po'  er  —  hrvo  no 
alternative  other  then  to  build  their  o-n  manufacturing  and  distributing  plants. 
In  such  a  case  taxpayers  would  serve  their  o^7n  long  time  interests  ^oy   aidin;^  in 
such  essential  investments. 

Two  of  the  manufacturing  orgejii  cat  ions  receiving  Federal  moneye  have, used  their 
position  thus  strengthened  to  enter  into  the  regions  served  b^;-  other  cooperatives 
at  a  higher  price,  to  the  detriment  of  those  higher  prices.   Certrinly  such 
activities  are  not  in  the  interest  of  the  dairy  industry  as  r  whole  howerver  much 
they  may  tem.porarily  better  the  selling  price  in  given  regions.   I  should  thin].-: 
a-  proper  condition  to  be  applied  to  all  dairy  cooperatives  receiving  such  Fede-rl 
aid  would  be  that  such  cooperatives  aucistJtiKxmgxkigkEEXEEiEESx  would  not  see>:  to 
enter  competitively  areas  of  other  selling  cooperatives  maint^ininc  higlier  prices. 
We  could  scarcely  expect  even  farm,  organizations  to  say  nothing  of  business  con- 
cerns to  as"":  for  appropriations  for  purposes  that  menace  the  higher  prices  of 
other  cooperatives  ,  j-jart icularly  in  whole  milk  markets  vfhere  the  stcmdards  of 
health  departments  call  for  hi.^ier  production  costs  as  a  rule. 

The  Federal  marketing  services  are  ging  valuable  inforr—ti'-'n  an"^.  advice  on 
matters  affecting  milk  production  and  its  costs.   -Tork  of  inestimable  va.lue  tc  the 
dairy  industry  is  ev.Try  ir.y   carried  on  in  State  agriculturrl  colleges  and  experi- 
ment stations,  unified  through  Federal  cooperation.  ^.ie   information  thus  collected 
is  m.ade  directly  availrble  to  each  farrr:er  through  the  county  agents.   This  work 
can  be  mr,de  all  the  more  effectiv  when  tied  into  the  './'ork  of  the  Ifetional  Sales 
Comimittee  above  discussed. 

Another  constructive  effort  nov/  under  wr-"-  is  the  proposed  transfer  through 
Senate  Bill  No.  31U1  of  all  the  Federal  activities  relating  to  milk  to  the 
Federal  Department  of  Agricultur,^.   This  is  in  charge  of  Senator  McNary,  the 
doughty  friend  of  farm  orgnnizations.    This  bill  is  of  peculiar  importance  to  the 
dairy  industry  just  now  because  of  menacing  attacking,  on  the  industry/,  not 
justified  b;,-  the  facts,  m.ade  in  recent  m^onths  b^r  certain  quite  self-sufficient 
individuals  in  the  United  States  Public  Herlth  Service.   For  instrnce,  covert 
attacks  have  teen  m»ade  on  certified  m.il''',  undoub'tedly  the  most  wholesome  r.ilk  ^-"e 
have  in  the  country  on  the  whole.   Then,  too,  attem,pts  have  been  m:ade  to  foist 
on  the  coimtry  as  a  whole  an  arbitrary  and  inadecua^e  health  ordinance.  Me   are 
scarcely  ready  for  such  bur  -'ucratic  nationplization  of  health  standards. 

Such  are  the  main  efforts  for  stabilizing  marketin;  possibilities  in  the  country 
as  a  v/hole.   -^ut  just  ^s  the  big  regional  cooperatives  need  national  guidance  so 
the  smaller  coopeeratives  within  dairy  regions  need  regionrl  guidance.   Instances 
are  not  uncom^non  wher:^  butter  cooperatives  use  their  crepjr  t'^  brer.k  down  r.il3:  and 
creojn  prices  under  the  protection  of  whole  milk  coo-oeratives.   Someti--ps  this  is 
done  throujli  offering  milk  or  creror  to  some  distributor  who  used  the  cheaper  pro- 
duct to  brealr  the  prices  at  which  conperatijig  dealers  r^ust  sell  under  prevailing 
prices  agreed  to  oy   the  sales  cooperative.   Such  unfair  competition  reacts  to  brin  ■ 
tne  prices  of  all  milk  producers  dov.-n  to  the  lowest  price  level.   Such  is  dailyfep- 
pening  in  practically  every  substantial  dP-iry  section  in  the  United  Stat-s. 
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What  can.oe  done  in  this  matter? 

.   Pirst  of  all  there  must  be  consolidrtion  of  small  rnd  ineffective  cooperative 
■units  into  units  big  enou.;h.  to  demr.nd  the  sustained  confidence  of.  buyers".   ' 
Baltirore  eziC   "rshington  point  the  vip-r   for  one  tvpe  of  consolidation.   These  ab- 
utting markets  had  much  in  comnon.   A  drive  was  underuay  to  undernine  one.  of  these 
cooperatives.   To  undernine  one  ras  to  weaken  the  other.   So  the  tv7o  organisations 
created  a  third  organisation  to  do  the  selling  for  both  territories.   The  functions 
of  each  organization  other  than  selling  ■•■ere  left  undisturbed.   An  effective,  bar- 
gaining -emit  r:.sultid.  .    ' 

Of  first  rid  rill  be  a  general  understandin;^  of  the  fact  that  units  too  small 
either  for  effective  .bargaining  or  for  effective  ".anufrctiirin;  of  a  trademarked 
article  are  not  only  helpless  as  r.arlcot  factors  but  are  a  menace  to  other  markets 
as  --eTl  as  their,  own. 

This  fact  recognized,  steps  r/ill  be,  taken  more  readily-  for  consolidation.   The 
time  was,  and  not  over  a  half  centtury  ago-,  when  Japan  was  torn  by  warfare  ajnong  the 
feudal  lords.   Then  came,  the  day  when  the  great  lords  saw  the  futility  of  such'  " 
internal  warfare.   V/ith  one  accord-  they,  lay  .their  swords  at  the' feet  of  their 
emperor.  Prom  this  act  of  self^-denial  has"  grown  the  greater  Japan  of  today. 

In  this  instance  there  is  no  emperor.  But  there  is  the  commanding  need  ofl'^e — ^ 
common  good.  ^  Sim.ilr;r  acts  of  self-denial  by  local  cooporr-tive  leaders  will  build 
markets  of  size  sufficient  to  command  respect  and  eoualitv  of  bargaining  power.- 

Many  of  these  anal -g.-mat ions  can  take  place  throu,;h  Joint  Sales  Committees  as' 
proposed  in  the  national  field.   Some  can  ani-  should  be  cor.plete  consolidation^. 
In  anycase  Vj   some  method  cooperative  associations  s'.iould  be  built  up  of  .a  si-se  . 
equal  to  the  ..metropolitan  milk  areas  served  or  adeci-'^.te  for  manufacturing  purposes. 

The  .metropolitan  malk  area  usurlly  now  has  fairly  defined  border'-.   The  cities  .. 
and  states  are  advancing  milk  ordinances  for  the  protection. of.,  the  health  of  their 
people.   Ex?„mples  of  such  are  the  statutes,  ordinances  and' regulations  now  enforced 
in  Washington,  Baltimore,  New  York  and  Connecticut.   In  the  view  of  m.any.  such- 
officials  a  milk  supply  can  be.  protected  only  through  farm,  and  plant  .inspection,-, 
and  such  inspectian  m.-?ans  necessarily  local  inspection- y/ithin  at  least  reasonable 
travelin-;  distrnce- for  the  inspectors.   ;  ■  '.        ..     .,  ,, 

Some  outlying  cooperatives  hrve  objected  to  these  health  palls  as  beiaq;  intended 
to  cr?ate  monopolies.  But  suph  herlth  inspection  means  eroense  to.  the  locp.l  pro- 
ducers and  cert-- inly  this  expense  must  be  m.et.   To  prevent  discriminrti on  ag:  inst- 
their  local  shippers  because  they  .-ust  ,bear  the  cos.te  incident  to  the  health  stand- 
ards required,  of  them,  many, health  deprj-tments  are  ru].ing,  and  properly  so  it  scerns 
to  me,  that,  the  milk  andcream  withi n  the  inspected  territory  must  rll  be  used  up- 
before  permits  will  be  -grant,:-d  for  imoorting  crecm  or  m.ilk  from,  territories  not  thus 
subject  to  local  i.nspection.   Such  rulin-s  sho\ild  be  fairly  m.et  by  the  agreement  on 
the  part  of  both  buyers  £-.nd  producers  in  such  a  territory  thrt  ;ao  u:tfair  price  ad- 
r-.ntage  will  be  tcken  of  such  starjd.-rds.  ,  Tlier-?;  .should  be .  a  mutlLial  understanding  . 
that  crea::!  or  milk  will  be  im.ported  when  the  .local  price  gets  any  two  dollars  , 
above  the  national  marlcet  for  a  10-.;;allon  can  of  Uo.rcrocm,  or  some  other  suSi^' ''~r^-H 
prive^basis.   Such  reasonable  provisions  will  need  all  the  equities  of  cooperative 
associations  n,  ar  or  far  and  will  also  'give  reasonable  gurra-n-:ees  t-)   consumers.  ■   • 
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Soae  hec?.lth  departnents  have  put  up  standards  on  whole  nilk  but  not  on  crean. 
Thus  they  nay  require  that  all  ci.ll:  intended  for  distribution  to  custocers  in  the 
citjr  niust  come  frorr.  cows  that  have  successfully  passed  the  tuberculin  test  and  yet 
nake  no  such  requirements  for  table  crc'-^ip,  or  for  crer-r:  bein,^  used  for  ice  crerm 
purposes.   Such  efforts  do  the  job  but  lia.lf  way.   Cmrn  is  just  as  much  a  germ 
carrier  as  millc.  ^ome   of  these  markets  to  be  .sur-  are  looking  to  the  day  when  the 
local  supply"  vdll  be  adequate  so  thrt  such  re-julations  can  ap 'ly  to  cropm  as  well 
as  to  mill:.   A  rice  and  permit  understanding  such  as  that  indicted  above  will 
hasten  such  ends.  i      .  ,'  .     ' 

And  now  as  to  the  care  of  manuf acturin;^  cooperatives.   Lower  unit  costs  in  manu- 
facturin;  today  require  volume  and  substanti?!  volume.   Good  majiceting  requires  not 
only  volune  but  a  quality  product  under  a  Icnown  trader: ?rh  or  brrnd.   These  facts  I 
think  set  the  size  of  effective  manufactioring  cooperatives. 

In  all  parts  of  the  country  a  great  deal  car:  be  done  toward  centralizing^  pro- 
duction for  an  ample  supply  of  mal>  for  ^iven  brands  of  butter,  cheese,  dried  milh, 
condensed  milk,  whey,  casein,  etc.   Tlie?e»  specialities  require  .  comnranity  skill  and 
adaptation  in  h  rds  anr'in  seasonal  output  to  'u^et  most  economically  the  manufactur- 
ing reouirements"  of  each  specialty.   An^rica's  dairies  have  a,  gref  ter  future  throu^'^" 
develop*nent  of  such  arsas.   Milk  producers  will  often  fin:'  that  the  net  returns 
f r  im  such  efforts  will  equal  the  net  returns  to  the  r)roducers  meeting  the  re- 
quirements of  city  ordinances.         • 

Each  of  the^e  larger  units  C£ji  then  the  m:ore  effectively  cooperate  with  the* 
National  Sales  Committee  and  with  the  National  Dairy  Council;  with  the  ono  on 
price  matters,  with  tne  oth^r  on  marketing  policies.  17e?k  and  unorganized  spotG 
can  be  strengthened.  •  .    ' 

Such  a  t^^'e  of  organizatio  n  can  also  cooperrte  efficiently  wit';  the  gr^at 
national  distributing  and  m.anuf acturing  organize,tions  such  as  Bordens,  the  National 
Milk  Products  Company,  the  bij^  condensers,  and  the  big  butter  centra-lizers.   Such 
cooperation  cfin  stabilize  price  onl^.^  when  built  on  the  solid  foun:iations  of  service 
and  qualitjr.   In  both  these  fields  gre=rt  and  effective  work  rcm.ains  to  be  done,  wcrl 
t..at  will  redovmd  to  the»  advantage  of  every  wothy  cilk  producer  in  the  entir: 
count  ry  -  .  ., 
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DISCUSSION:    RELATIONSHIP  BET^YEEN  A  BARGAIITING  ORa^J-TIZATION  MD 
FA?J^'3H-0',V1IE5  MILK  PL-'Vl>i::S   IN  THE  S^vIvE   SKEL. 

J.   L.   McGrath,    Gene,rAl  Mana-^er 
Vormont   Co-operctivs  Creanories,    Inc. 

Milton,   Vsr-iont.  ,  ,     •    . 

I  am  spcal'iing  as'  a  farmer  as  well  as  a  creamory  man.knowin.-i  well  Ms  problcns 
and  needs.   If,  we  in  Vorrnont ,  would  do  as  Mr.  HoU:];h  ".:.as  done  in  Connecticut  and 
form  a  Vermont  Kilh  Producers'  Associrtion,  v<-ith  Ycrnont  furnishin.f;  G'j'i   of  the 
milk  that  goes  into  the  cities  of  Mass-'^.chusett^;  in  fact,  the  cities  of  New  Eng- 
land, things  might  be  different -with  somo  of  the  other  'bargrining  organisations. 
Vie   certainly  v/ould  h?:.ve  a  big  say'pis  to  how  rjid  where  our  milk  would  be  sold.  'Te 
h.ave  never  given  these  thoughts  much  consideration  as  yet  but  v;e  may  be  forced  to 
do  so  if  the  attitude  of  some  of  the  buying  a.nd  selling  agencies  do  not  change 
their  methods  of  doing  business  or  be  more  cautious  in  their  treatm.ent.  We  r.re 
not  goin^  to  be  at  fault  v;hen  prices  go  down  •■'ith  the  other  foil ov;  right  when  the 
price  goes  down  or  up.   Tliis  is  a  '  ~ood  denl  like  the  old  saying-- "Heads  I  win, 
tails  you  lose".  '  /    .  .     ■ 

One  of  the  troubles  that  the  cooperatives  or  farmer  ov/nsd  r/ilk  -rjlahts  a,ra  up 
against  today  is  too  much  org'^nization  from  outside  and  :..ot  enov-gh  from  within. 
Farmer  owned  is  in  a  different  class  from  the  barrinin:  o-'g'nx'^a'^-iin.   'i^^s  can  ■; 
take  the  fcjrmiors  milk  365  days  in  the  year  and  return  hir  OT^tt.-r  fat  prxces  plus 
skim,  at  least  while  the  bargaining  or.^rniEation  like  the  labor,  unicnrs  has-to  depend 
on  bargaining.   If  they  cannot  bargain  all  that  t'->.ey  ca:;  do  is  tc  offer  the  far- 
mers' milk  and  if  -they  cannot  mpko:  satisfactor""-  arran  e";enti3  all  th:;i;t .  they  can  do 
is  to  .^o  on  a  strike  v;hic;i  hrs   proved  ex^^ensivo  in  the  prst.   A-few  years 'ago  '.vhen  ■ 
one  of  the  large  dealers  in  Icston  refused  to  buy  millk  rro;,  the  N.E  M.P.A.  the 
milk  was  called  off  and  if  it  had  not  been  for  the  farmer  o'-ned  milk  plants  they 
could  not  have  won  but  as  wo  o,re  always  inter  =  f.t2d  in  the  frrmerr-e  handled  the 
m.ilk  during  the  strike  which,  save  the  farm.3rs  sevorp.lv. thousr-nds  of  dollars.   No    ■ 
organization  can  c  rry  on  successfully  without  co^uitry  facilities  to  t.:^ke  care  of 
their  patrons  products  when  nec^essary.  ,   .  .    ■ 

Mr.  King  has  spoken  about  the  Borden  Comppn:%   Hqv;  the  Nev;  Yor'-  Learae  sells 
them,  their  milk  and  what  a  good  company  they  are  to  do  business  with.   '  ''.Yill  agree 
with  Mr.  King  that  the  Bcrden  Company  is  a  rood  company  to  do  business  with  but  it 
cost  the  farmers  of  Ne  York  sev-:;iTl  thnusa:ids  of  dollars  eleven  or  twelve  years 
ago  before  the  Borden  Com,pany  ivculc"  do  bu.siness  through  their  farmer  ov/ned  milk 
plants.   At  that  ti;v.e  th.e  N^-^v;  Yoi'k  Le.;vgue  changed  from  a  birgainlng  to  a  farmer 
owned  organization  ov/nin-^  their  coantry  milk  plp-ntr. 

No  lon-er  than  I'?y  l^^th  the  b^^.i'rrining  orgcvnizatin  ;:  or  the  large  milk  companies 
dropped  the  price  of  m^il.'-:  in  the  Boston  market  one  cent  a  cuart.   Ar.:  not  arguirri; 

whether  the  dro-  v.-as  ri'.^ht  or  v/rong  but  it  :"ade  trouble-   It  'vrs  '-^'..de  verjr  cle^'r 

at  that  time  or  a  little  .'.ater  txiat  one  conic  drop  the  pl'icc  but  it  took  the  u.nitec' 

effort  of  all  to  ;ot  the  m^.-'-et  going  right  a -ain.   eli,  we  did  get  hold  of  the 

wheel  together  and  moved  priceii  to  v/here  they  should  be.  'To  one  could  do  it  ^.lone. 
Together  it  was  easy.                 ^ 

Last  stmr.-.er  I  v/as  sent  to  "'ash in -.-ton  to  help  about .  the  duty  on  casein.   When 
there  one  would  thinlc  that  we  all  belon-^jed  to  the  sa-.ie  organization.  ITo  put  up  a 
united  fight.   This  is  wh.at  we  should  do  at  all  ti'os.  Te  did  accomplish  somcthin 
in  Washington.   Au  sorry  to  sa;'-  that  this  is  not  always  the  case.   At  the  present 
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time  the  cooperatives  are  workirij';  very  closely.   In  fact,  aboiat  all  are  in  one 
organization — most  too  much  so  for  soma  of  the  other  sellint^-  and  bu^dn^  c^^encies. 

In  my  opinion  there  are  very  fev/,  if  any,  cooperatives  trying  to  sell  any  :r-ore 
niilk  than  the  market  needs.   We  are  havia^  a  very  orderly  ^?/i,rket  at  present  and 
this  has  been  so  for  the  last  three  or  four  years.  Yne   chain  stores  have  worked 
very  well  v/ith  the  cooperatives  and  have  maintained  very  even  prices. 

In  fact,  there  is  roo~  for  a  farmer  ovmed  and  a  bargaining  orf^anization  in  the 
same  market  if  one  or  the  '.other  does  not  ^7ant  the  v/hole  say.   They  must  coopere.te 
to  attain  success.   If  they  do  not  the  bargainint^-  organization  is  very  weak  and  has 
not  much  place  in  the  ir.arket  as  the  da.y  of  strikes  to  /vain  a  point  is  past.   There 
might  have  bee:i  an  excuse  for  a  strike  a  few  years  ago  but  none  today.   It  makes 
no  difference  what  kind  of  an  organization  you  represent  yo-a  must  own  cointry 
nla.nts  in  order  to  be  lOC^  complete. 
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DISCUSSION:   HEL.VTI  "^ITSHlP  BET'lJ^F  A  B.^JIGMIIIITG  OP.CrAriZATIOW  .U^S 
FaMl''"^.-0"n)'TBD  VJLK   PLAF"^?  I:T  T'"^  SA'^  '■'ITJC  SI-I'^D 

S.  5.  Pr^rker,  Secretary 
Co-operative  Dairy  Council  of  J.^assacAusetts  .  ■ 

Amherst ,  Mass.      . 

Parmer-0V7ned  ir.ilk  companies,  \:ao   distribute  their  product  direct  to  the  con- 
sumers, present  a  serious  problsir.  to  the  milk  bargaining  association  that  assists 
in  the' market in,;^  of  all  the  riilk  of  a  region.  ^  The  r;.en''cers  of  such,  a  cooperative 
dairy  appreciate  the.  value  of  the  retail  customer.   Milk  distributing  companies 
that  become  ':ell  established?,  have  a  tremerdous  ?mount  of  n-.oney  investe.'',  not  only 
in  eo.uipmant,  plant  machinery,  hor'^es,  '.vagons,  and  other  necess-nry  articles,  but 
have  tied  up  many  thousands  of  dollars  of  investment  to  secure  the  good^Till-  of  the 
consumers.   Once  a  customer  is  secured  and  satisfied,  the  distributor  has  a  per- 
m.anent  market  for  a  certain  volume  of  milk,  v;hich  /;ives  him  confidence  to  proceed 
in  nis  usual  business.   'Eie  cooperative  dairy,  having  this  l?x  ;e  investment,  must 
necessarily  protect  it.   'I^nere  are  times  when  the  intere-ts  of  the  members  of  the 
cooperative  dairy  may  be  at  variance  \7ith  the  interest  of  all  the  farriers  of  the 
region.   This  happens  especially  vhen  there  is  p  surplus  product  on  the  market. 
The  manage  aent  of  a  com.p-n;'-  then  m.U'^-t  look  to  the  interest  of  its  members  or 
stocliiolders,  rather  than  to  the  interest  of  all  the  farmers  in  the  region.   It  is 
fortunate  for  the  milk  industry  th;  t  in  most  citie?  and  to^rns  the  m.argin  r/nich  is 
maintained  for  the  distribation  of  m.iTk  is  em;-)le  for  all  the  necessary  expenses 
involved.   This  means  that  if  p  coope'-^ative  dairy  is  competing  with  other  dis- 
tributing companies,  thr.t  its  expenses  must  be  i-ent  -.s  lov^  as  thrt  of  its  cor.pe- 
titors.   Experience  has  demonstrated  that  the  usual  stated  ^^rice  for  a.  market 
ordinarily  provides  sufficient  different  betveen  the  v.holesale  and  retail  price 
of  milk  for  :-  cooperative  comprny  to  operate  effectively  and  efficiently. 

A  coope;ative  dairy  may  be  of  trem:endous  advant.-ige  to  the  bargaining  company 
in  a  region,  provided  the  relationship  between  the  officers  of  each  organization 
be  cordial  and  friendly.   Fr-ouently  the  bargainin  :  association  ^in:-s  tli^t  a 
group  of  producers  are  un-  ble  to  convince  the  i?urchaser  of  their  ■-.il''c  tha.t  they 
can  dispose  of  their  product  else\?here  if  he  refuses  to  pa-/  the  standard  price 
for  the  milk.   In  such  a  cpse,  the  coopera.tive  dair-y  offers  an  opportunity  for 
these  farmer  members  of  bargaining  associa.t"  ons  to  recover  at  least  the  surplus 
value  of  their  ijroduct  for  -  short  period  or  until  the  dealer  is  convinced  that  in 
order  to  buy  their  malk  he  must  aay  what  is  asked.   Hiis  particul-ar  situation  has 
happened  v-iajiy  tim.es  during  the  last  few  years,  and  has  been  of  tremendous  value  to 
all  the  farmers  in  the  region.  Frequently  a  cooper  ative  dairy  has  an  opportunity 
to  provide  a  permanent  market  for  farmers  whos'^  rdlk  is  not  receiving  the  full 
price.   Here  r-^ain  the  whole  tone  of  the  retril  market  has  'oeen  raised  because  the 
dealers  could  no  lon:;er  buy  it  at  a  cut  ririce  and  -ere  forced  to  receive  the  full 
retail  price  for  the  product  which  they  sold. 

If  these  advantages  and  disadv-'.nta;es  are  kept  cle' rly  in  '^'ind,  there  is  no 
reason  wny  t.ie  relationship  between  these  tvo  ty^oes  of  dairy  ma.rketing  associations 
should  not  be  cordial  ;.nd  friendly,   'iiil-ien  such  relationship  exists  the  two  make  a 
very  effective  scheme  of  organisation.  Vn'hen  they  do  not  work  together,  they  are 
the  m.ost  destructive  ar-^encies  for  stabilized  price  thft  we  have  ever  experienced. 
It  is  essentif.,1  therefore  that  cordial,  helpful,  friendly  relationships  be  con- 
tinually mrdntained  and  protected  b-^tween  these  two  important  or.ynizations  in  our 
milk  markets. 
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PRICE  POLICIilS  FOP.  TIPZ   '^^7  E'^TaL.'"'^  MILK  SIT^ 

K.  P.  "^oung,  A^jri cultural  Economist, 
University  of  Vermont,  Burlin-jton,  Tt. 

The  organirations.  or  individuals  whose  price  -oolicies  in  marketing;  Nar  England's 
nilk  r/ill  be  exar'.ined  in  this  paper  are  as  follo-s: 

a.  The  Hew  England  Mil>  Producers  AssociRtion  consisting  of  some  20,000  mera- 
bers.   Thera  are  also  sonie  10,000  non-members  who  sell  to  the  srme   plants  and 
receive  nearly  the  saiiae  services  from  the  Association  rs  do  members. 

b.  The  Independent  Cooperative  Creameries  and  small  privately  owned  plants 
located  mostly  in  Vermont. 

c.  The  Dealers  who  -:)Uj:-chase  milh  fn-^.  crea-n  from  the  frctors  mentioned  above 
and  resell  at  wholesale  t:nd  retail  in  the  cities. 

Under  the  N.E-M.P.A.  plan  r    so-called  Clasn  I  price  is  negotiated  for  milk 
sold  in  bottles  in  Boston  and  other  cities.   This  has  come  generally  to  be  :. 
recognized  as  the  going  price  for  milk.   Most  milk  that  is  sold  to  be  resold  in 
bottles  in  all  New  England  cities  is  priced,  at  or  around  so  much  over  or  so 
much  under  the  N.E.M.P.A.  price. 

•For  milk  not  sold  in  bottles  or  so-called  surplus  th:''t  is  used  meetly  for  crerm, 
the  ll.E.M,P.A.  negotiates  another  so-called  Cinp-.-  tj  ->rice  thrt  apnlies  onlv  to 
surplus  of  the  orgf^nization. 

From  July  1st,  1929  to  May  15,  I93O  the  price  of  milk  was  3d   per  ouart  P.O. 3. 
Boston  which  netted  farmers  in  the  11th  zone  201-220  miles  from  -^oston,  i^'^.jk. 
The   price  for  surplus  during  this  perio?  varied  from  vl.JY  'to  $1-99  per  100  potmds. 
Tiiis  was  net  to  farmers  F.0.3.  coijntry  points.   Tlie  upj-eighted  average  for  this 
time  is  $1.69»   This  rvera^-e  Avas  one  half  the  -irice  for  fluiT  milk,  ($3'3^)>  '^^ 
the  9th  zone.   Since  surplus  is  the  s.'^me  price  in  all  zones,  nearer  to  marl-Tet 
the  disp-?.rity  in  price  between  fluid  mi"'k  and  surplus  becomes  grerter. 

The  W.E.M.P.A.  has  consif.tently  striven  for  r  known  "orice  piolicy  in  the  market 
and  in  accorr"'ance  with  this  policy  hcs  made  public  all  information  regarding 
prices  in  their  orgrnization. 

Dealers  buj^-ing  through  the  IT.E.K.P.A.  mu^t  ^-.■prf   to  farm-'^rs  a  knovn  pnd  definite 
price.   Their  mr.rgin  between  this  rn^'.the  resale  price  whether  on  their  retail 
routes  or  at  v.holesale  most  cover  all  costs  of  doing  business  r  nd  provide  for 
reserves,  dividends.,-,  expansion,  etc.,   vVhen  the  -orice  is  9  cents  per  quart  the 
retail  price  is  understood  to  be  6^'*   higher  or  1^%   cents.   It  probrbly  can  not  be 
much  lower  than  this  for  long  a,nd-  the  derler-  still  remain  in  business-   Therefore, 
the  N.S.M.P.A.  plan  ensures  a  fair  degr'o  of  price  strbility  amongst  the  dealers 
so  purchasing  milk. 

The  N.E.M»P.A.  has  always  tried  to  g.?t  as  hi'^h  a  price  for  its  Class  I  milk 
as  was  possible.   Usurlly  there  has  oeen   milk  r.old  on  the  market  :  t  less  than  the 
going  price  rnd  dealers  have  --tood  out  for  the  principle  that  each  distributor 
should  o\Tn  all  his  milk  at  the  same  price  in  the  city.   In  meeting  this  situation 
adjustments  have  usually  been  made  in  the  Class  II  price.   Thus  the  N.S.M.P.A.  has 
sold  milk  for  more  th;.  noth;_^r  frrmer  organizations  got,  rnd  surplus  for  enough 
less,'  so  that  the  composite  of  the  two  has  just  about  orualized  prices  for  all  milk 
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in  the  city.   Thus  has  resulted  in  the  unfortun'ite  and  I  believe  unsound  practice 
of  selliaj  suj-plus  for  less  than  its  use  value. 

The  H.S.M.P.A.  has  eo -persistently  adhered  to  the  negotiated  rjrices  tha.t  de'^lors 
■buyin,^  the  IT.E.K.P.A.  milk  have  lost  husiness  to  cut  price  milk. 

Unless  some  overhead  price  or.^rnization  is  set  up  thrt  will  insure  standard 
price  practices  hy  all  farmer  organizations  sellin;:  milk,  it  would  seem  that  the 
N.S.IvI.p.A.  must  and  should,  as  does  the  Dairymen's  Lep.gue  alrer-dy,  grant  discounts 
to  dealers  that  v;ill  enable  thera  to  hold  business  against  any  competition.   It  is 
the  duty  of  the  N.E.M.P.A.  to  its  membership  to  hold  fluid  rnilk  sales  high  and  pre- 
vent high  percentages  of  surplus. 

In  the  U.S.K.P.A.  org-'nization  price  preferences  have  been  set  up.  NeP.rby 
producers  v/ho  can  r.>rdily  make  contrr.cts  with  small  dealers  at  cut  prices,  if 
necessary,  -re  given  special  treatment  to  keep  them  in  line. 

These  men  can  net  higher  prices  for  their  milk  if  none  or  little  is  sold  as 
surplus.   ■'■'hey,  being  near  the  market,  can  dispose  of  smrll  ouantities  individually 
e.t  cut  prices  just  as  the  coo'oerat ives  can  -vvith  large  supplies. 

It  has  seemed  to  have  been  the  attitude  that  the  nearby  producer  should  h3,ve 
special  treatment  and  price  preference  in  the  market.   Heos  said  to  have  economic 
advantages  over  the  producer  farther  away  that  entitle  him  to  special  treatment. 
I  believe  that  he  has  little  if  any  such  advantage  over  the  cooperative  far  away, 
especially,  if  that  cooperative  has  f-^cilities  in  the  city  for  giving  service  to 
small  distributors  or  large  users  of  milk. 


To  be  s'ore  the  nearb]''  producer  has  a  more  even  supply/  of  m.ilk  throughout  the 
2ar  but  cooperatives  h'^ve  seen  the  ad^v?3.ntage  of  even  su:iply  and  have  adopted 
iting  plpjis  that  will  shortly  enable  them  to  sell  nearly  their  A'.'hole  supply  th 


This  special  treatment  of  nearby  producers  has  apprj-.-.ntly  stimulated  production 
in  southern  l^ev   England.  The  ouantities  of  milk  under  price  preferences  pur- 
chased at  or  ne^r  the  fluid  price  have  tended  to  increase.   If  all  act^aa.l  or 
potential  pi^ice  cutters  had  been  granted  the  same  preferences  as  h'^.ve  the  nearby 
producers  to  which  they  are  ecually  enticed,  we  mi^^'ht  nov  hrve  all  the  milk  that 
gets  the  fluid  price  furnished  by  nearby  producers  and  cooperatives  while  the 
common  garden  variety  of  W.S.M.P.A.  producer  in  Vermont  rnd  I'ainc  furnished  the 
surplus  and  remembered  each  ni ^ht  to  ask  God  to  bless  those  vho  secured  the 
Western  crer-m  exclusion  ■  cts  th-rt  gives  him  the  -privilege  of  selling  some  more  sur- 
plus at  $1.60  per  100  pounds. 

The  independent s  largely  cooperative  creameries  in  Ve^^^ont  customarily  sell  milk 
at  about  one  half  cent  under  the  IT.E.M.P.A.  price.   'I'he'^e  cooperatives  have 
facilities  for  mrnuf --^cturing  and  thera&re  sell  all  surplus  possible -at  the  best 
price  obtainable  in  sweet  crerm  or  othenvise  and  m?ke  the  rest  into  butter,  cheese 
or  condensed  milk.   Prices,  ho'^:ev.Dr,  th-'t  the  cooperatives  receive  for  milk  pjid 
for  surplus  .-■jid  the  prices  paid  farmers  ere  not  aade  public.   Furthermore,  the 
system  of  taking  in  tlie  memb-^rs  milk,  selling  milk  -"nd  surplus  at  ivhatever  it 
will  bring  to  net  the  best  countrv  price  possible  encoxirrges  and  sometimes  m?k:es 
imperative  the  practice  of  cutting  the  nrice  of  milk  to  obvirte  the  necessity  of 
selling  most  of  the  product  as  surplus.   This  practice,  hovever,  encourages  small 
distributors  to  expand  their  milk  sales  with  supplies  purchrsed  at  much  less  than 
competitors  j)^y.      In  consequence  and  necessarily  do;7n  comes  the  price  of  milk. 


The  practice  of  tr>in:;  in  the  fprmars  milk  with  no  ohli.'jrtion  to  pay  any  ^-nown 
price  for  the  Fmotint  soldin  "bottles  or  sold  as  sionlus,  and  then  after  paying 
ex-iensr^s  tm-nin^-  tac'':  to  farmers  a  price  from  v/hat  is  left  fosters  price  ■ 
instability  in  the  city. 

To  he  STii-;  it  is.  possible  trsell  milk  at  a  cut  price  pjid,  siace  little  is  sold 
at  surplus  piices,  to  net  f :  rmer  members  more  thczi   neishborin;,'  frrmers  sellinri; 
otherwise  get.   Unfortunrtely,  howeverY  in  almost  no  time  all  f-^rmers  cet  less, 

A.  true  story  'vill  illustr=^te  hor  the  thing  is  dons.   A  few  years  a.^o  in  a  sweet 
cream,  butter  rnd  chesse  section  of  Vermont  a  small  butter  p If nt  ovner  found  himself 
with  one  milk  plant  3  miles  to  the  southwest  and  another  3  niiles  to  th^-  southeast 
cf  him.   He  tried  to  sell  out  but  they  were  not  interested.  He  mi^ht  h"ve  piousljr 
said,  "I  murt  not  cut  milk  prices",  and  closed  his  plant.   He,  hovrever,  did  put  in 
milk  equipment  and  contracted  his  entire  June  o.utput  for  a  year  at  1-*  per  quart 
under  the  lI.E.i.:.P. A.  price.   He  ^ot  away  with  it  by  getting  milk  from  the  cheese 
factories  from  the  north  during  the  short  season  and  hrs  continued  to  :':;et  away  v.'ith 
it  by  taking  on  new  patrons  in  the  frll   and  by  getting  his  farmers  to  even  up 
supply.  His  country  price  remains  consistently  higher  thrn  his  competitors  pay 
with  larger  surpluses.   In  the  m:^rntirae  a.  small  d.ealer  with  this  milk  hrs  'Deen 
expa.ndini  business  in  Boston. 

There  are  alr'ays  stories  floating  rround  about  the  market  that  certain  coopera- 
tives ar-:^  selling  milk  at  anywhere  from  -|  cent  to  2  cents  per  ouart  under  the 
recognized  market  price.   At  ti-Te-c!  when,  the  supplies  of  .milk  on  the  market  are 
large,  there  is  vjiauest ionably  much  iTice  cutting.   Tlie  practice  wherein  coopera- 
tives sell  milk  for  more  than  the  N.E.H.P.A.  or  the  N.S.M.P.A.  sells  surplus  for 
less  and  milk  for  mo:.-e  than  the  cooperatives  is  unnecessary  and  u.nf ortu.nate. 

TliQ  difference  in  milk  price  hrs  come  to  be  standardized  at  about  one  half  cent 
and  the  1T.3.M.P. A.  price  for  surplus  has  eaualized  this  different  so  that  the 
practices  of  neither  can  properly  be  cr.lled  price  cutting. 

The  cooperatives  say  that  it  is  impossible  to  ^et  the  full  'I.5.M.P.A.  price 
for  milk  from  their  buyers  as  long  as  the  other  dealers  get  their  crerjm  recuirement; 
at  less  tha.n  the  market  price.  .  . 

The  U.S. M, P. A.  says  tlia.t  it  is  impossible  to  make  their  derlers  pay  the  full 
value  for  -surplus  as  long  as  the  cooperatives  sell  milk  for  one  half  cent  under. 

Both  are  correct,  but  how  incomprehensible  t?nat  this  "chasin  :  each  other  around 
the  stunp"  with  all  its  attend^rnt  bickering  .-.nd  bitterneps,  has  gone  on  in  mar- 
keting He-"  England  mdlk  for  10  years.  ._       . 

Surplus  thus  becomes  the  football  in  the  milk  price  grme.   The  ocoros  rre  m.ade . 
by  getting  country  price  aoove  that  of  competitors.   This  country  ^rice  does  not 
need  to  be  high  or  even  decent,  it  just  needs  to  bo  higher  than  the  other  fellov.-s. 

Since  the  cooperative  Mana^-ers,  the  iI.E.M.P.A.  management,  and  the  deflers  are 
a.ll  -ccomplished  plr.yers,  understanding  the  principles  of  business  necessity,  the 
milk  surplus  football  gets  kicked  end.  "^rssed  about  in  extremely  brillirnt  and 
strrtlin^  fashion. 

Tlie  players  who  produce  the  Tiir-,  ho^-ever,  realise  the  truth  of  Old  Bill 
Hollenbacks  v/ords  to  a  player  just  returning  to  consciousness  doun  in  Penn  State 
brck  in  1912:  "Damn  rough  gmae,  ain't  it,  Al?"  Hurdling,  trking  a  man  out  from 


19s 


I 


199 


tehind  and  flying   tadcl^s,   where   if  -ou  Ht  'the  nan  you  put  Mm  out,   but    if  you 
miss  him,    you  put   yours slf   out,    are  practice-   not   as  yet   delsarred. 

Let  us   nor  rtten^t   to   -et   at   the  fundainent-l   causes  of  ?11.   this  mess  and  see 
if   t>^-r=   is   r^ythin'^  thet   cm  he   done  to   correct    it.      Tlie   funde-nentrl   cause  of 
Piiv"'hrice  difficulties   is  the   difference    in  price  hetv/ee  n  fl^iid  rnilk  and   surpUis 
■in  the  acrhet   rnd  the   large   aTiounts   of  surplus  to   be   sold  especially  during   the 
sur.T:;e-  -.onths.      Indpendent  T^lants   or   individuals  havin-  unsold  milk  that   they  can 
guarantee   to   continue   delivery  on  during  fne   short    season  are    alsnost   certain  to 
cut    the  price.  . 

In  o-de-   to  rneintain  a  country  price   comparahle  ^7ith  competitors  ,■  cooperati^ves 
must    sell   no  :r.ilk  at   the  very  lo-   s^irx^lus  '.rice   that   they  can  continue  to   furnish 
durin-  the   shdrt    season.      It   is   a  matter  of   business  necessity  on  tae  y^^J- 
the   independent   cooperatives  o-   other^T/ise   to    shift  as  much  as  possible  of   tne 
surplus   on  to    someone   else.         ■  ■         '  ^ 

It    is   eoualTv  as  much  a  business   necessity  to   the  1I.E.M.P.^.    and  to  their 
dealers  owning  country  plants  to   shift  .as  much  as  possible   of  th-    surplus  on  to 
someone  else.      In  this  proposition  the  dealers  and  the  N.E.M.P.A.    very  properly 
work  in  harmony. 

T/hat   can   oxid.  what    should  be   done?         .  '   '      ' 


Obviously  some  uniforrr.  price  policy  should  be  ado". ted  b-^  all  groups  in  the 
market.      Involved  in- V  ny 'such  plan- are- the- follo-zin::  conditions: 

1.  ^-n  ecual   share    in  the    larlcet  for  fluid  milk  and  an 
equal   a:v.ount   of   surplus  carried  b-;    cooperatives , 

■    ■  N.S.M.P.A.   members  and  nearb"'-' producers.        

2.  The    sar-e  price   for  fluid  milk  to   derlers  no  matter 
■    -  ••     ■    -    •      from  v/here   it   comes'. 

3.  The    sam.e  ^^rice  for   surplus   to   all. 

U.    Prices  for  every  bit  of  milk  no  matter  ho-'   sol-",    me.dia 
public. 

Reasoning  and  ^hiloso^nhicin  ■  on   just  hoT?  this   is   to  be   done  with  things   ju^t 
as   they  c.-e\    cooperatives   selling  to    sm.all  deale:.-   ivnd  wheieever  tney  c-.n,    ^.-.M. 
P. A.    mem;oers   to   large   dealers  and  nearby  proiucerr.   o-   othe.    actual   or  potential 
disturbers  of  price  stability  kept    contented  by   speci-1  privilege  and  price  pre- 
ference can  ro  on  ^orever  and  we  ^-ill   still  be   ch"sinv  eacn  other  around  the  strmp 
in  a  bizarre   zc:i:.e   of  milk  f-ootbell. 

The   coope:ativos   in  V  rmont  understand  the   sittiation  and   -re    -nxious^to  play 
the   pame  but  most   of    them  h-'v-  ho-  re^gul'T   s^le  for  any  orrll   of   their  milk.      A 
situation  -her--   a  cooT^e:ative   is   selling  most   of   its  mir-  :  s   sur;lu:^  calls  for 
positive  action.      Unless  a  mr;r^-:et    is   fo-,m-   for  -ir:  at  mor:>   thrnfce   suri^lus  price, 
the   cooperr.tive   count r  "  price,    thj   one   the   f '  rmers    get   and  knov    about;   vill  fall 
below  that   of   other  ^1   nts   -ndif   this  low  price   continues,    the   cooperr-tives  -.-ill 
shortly    oe   in  serious   difficulty.      I    c--.  -   see    t'-o    solution  to    our  miT-:  price 
difficulties. 
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1.   Eestriction  of  production  to  fluid  milk  requirements.      The  product   for   the 
cr-3c.,ra  supply  to   co:r.e  fror.  outside   the  n:ilk  shed.      Such  c    solution  v,'ould,    I 
helieve,    insure  price   strl)ilit7.      Sellers  of  milk  could  cut  prices  to  distri- 
butors  only  at   the  expense   of   country  -^rice.      Such  restriction  of  production, 
ho^-ever,   'A'ouI;    involve    getting  out    of  pro-'uction   over   one   third  of   the   number   of 
co'.7s   rindover  half   of   the  farmers   noi7   supplying-  the  -rarket .      Tiiis  probably  could 
be   done   only  by  keeping  the  price  pt    its  present   lov'  level  or  lorer  for   the  next 
10  or   12  ye;.rs. 

Furth-n'-rore ,    the   crerT;  thrt   consu-rers  v/ould   the  n  have ,   T;i,^t    and  probably 
would  be  of  r  -^luch  lo'Te".^   PuaJity  than  they  are   now   ;-2;ettlng. 

2-      The  other  alternative,    which   if  not   -dopted  will  me?n  the   set  up  Just 
outlinedabo  I'u,    is  as  folloT's: 

All  of   the  :.:ilk  should   be   barg  ined  for, by  one  price   negotiating  organization. 
This,   would  work  out    bettor   if   the  N.S.M.P.A.   riiembers   oxxA.  the   cooperatives   sold 
all   their  milk  to   a  few  large   distributors. 

w'e  might    indulge   our   im.rginrtion   to   the   exterit    of  picturing  a  pool   of  milk 
from  all   sources   in  a  Hew  England  wide  milk  org-.hization  rnd,    to   ;<o  a  sten 
further,   we  might   have   a  consolidation  of   all   the  distributors   into   one   organiza- 
tion.     Such  V    set   up  woulc'   be    in  harmony  with  business   developments   in  other 
industries.      It  would  insure;    price    stability,    ecurl   treatment   for  all  producers, 
and  with  the  economies   thrt   could   be   effected,    I   bjlieve,    would  be    in  the   interests 
of  producers,    distributors  and  consu^ners. 
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THE  MILK  PRICE.oireSTI'm  IN  NE'T  .-SITGLAM) 

I.  G--.  Davis,  Professor  of  Agricultur-"!  Econonics, 
Connecticut  Agriculturrl  College,  Storrs,  Conn. 

The  milk  price  ouestion  \7e  confront  in  Nev;  "^n.^l r-.nd ,  rs  I  understrnd  it,  is: 
Should  the  nerrb;,'-  and  reriote  ;producers  in  our  ITev/  England  milk  shed  be  treated 
accordin.^  to  exactly  the  spjne  rules  of  procedui^e  in  relation  to  the  bases  and 
structure  of  their  respective  nulk  prices;  or  do  the  much  hia;her  seasonal  sur- 
pluses of  the  northern  area  and  proximity  to  mcarket  r^id  consequent  ,p:eater  mar- 
keting flexibility  of  the  southern  producers,  constitute  differences  in  conditions 
which  make  desirc?ble  different  method?  of  price  making  and  certain  price  dif- 
ferentials above  rnd  beyond  the  actual  transporta.tion  rate  and  market in.-^  service 
cist  differentials. 

I  shall  assume  in  the  discussion  of  this  question  that  the  t^7o.  fiinctional  ele- 
ments existing  in  the  situation  are  the  bargaining  association  and  the  proprietary 
dealer. 

1,  The  function,  as  we  understand  it,  is  (a)  to  gain  the  ejdvanta.ges  of  an 
orgE.nized  market  in  which  seasonal  or  accidental  surpluses  or  shortages  shall  not 
be  permitted  to  disturb  the  maintenance  of  a  Ion.';  time  price  period — i.e.  of  a 
price  ce."jable  of  insuring  a  constant  supply  to  the  m.^rket  over  a  period  of  time; 
(b)  to  create  a  market  for  all  the  producers  in  a  given  milk  shed  for  all  their 
product  in  the  same  form;  to  represent  these  producers  in  bargrining  for  the  sale 
of  their  product  to  sell  it  for  them. 

2.  There  a,re  certai  n  considerations  which  must  dominate  or  control  the  policies 
of  such  an  association. 

a.  It  must  aim  to  keep  all  the  various  elements  in  its  membership  sufficiently 
satisfied  so  thrt  their  r dherence  appeals  to  them  as  all  things  considered  more 
desirable  than  separation.   This  is  fundamental.   No  large  part  of  the  supply  area 
can  remain  outside  of  a  bargaining  association  or  fail  to  work  in  cooperation  with 
it  without  gre-  tl"  imp.^ring  the  ability  of  that  association  to  adiieve  the  most 
valuable  ends.   To  maincnnthis  integrity  of  membership  embracing  the  •:nroducers 
in  the  entire  supply  area,  it  is  necessary  that  the  market  price  negotiated 
should  not  deviate  greatljr  from  the  long  time  "necessary  price".  By   "necessa.ry 
price"  we  mean  the  m.ir iffl^rr'  price  necess;.ry  to  bring  forth  the  supply  the  market 
demands  at  that  price.   iJol'i.hjr  can  the  association  fail  to  give  the  producers 
of  any  part  of  the  i-ru-'-y  c.■"e;^.  a  price  greatly  different  from  the  long  time  price 
they  woiold  be  able  to  cj!n?,?rd  und:^r  competitive  coalitions.   In  uliort ,  the  bar- 
gaining associi.ti  0  n  f-".:ictl^ns  tc;  give  its  memhership  and  each  class  or  group  of 
members,  a  price  which  in  T;h3  Ion:;  run  .- pproximates  the  competitive  price  viewed 
from  a  long  tiive  point  oi'  -'■i';,"'.   At  the  same  time  it  protects  itr.  members  from  the 
destructive  competition  which  m.ight  te  occasioned  b'"'  sersonrl  or  accidental  sur- 
pluses.  Lack  of  association  capable  of  repre^.entin-  the  whole  New  "'"In^lp.nd  terri- 
tory, a  weakness. 

When  and  in  so  far  as  a  bargaining  association  fails  to  mrJ-re  the  price  to 
different  classes  or  gmupn  of  members  much  different  fro:::  unci   vould  in  the  long 
run  prevail  under  co:r.petitive  conditions,  it  courts  disaster  and  loss  of  members 
or  of  whole  ,-rou-os  of  :'nembers.  Let  us  look  at  the  problePi  of  the  ba.r>:aining 
association.   In  the  first  place,  it  is  clear  thrt  no  group  of  produ.cers  a.re  per- 
mitted to  pursue  their  economic  advrntage  as  far  as  they  :-^ight  possibly  pursue  it  i 
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all    the   other  groups   of   suppliers   were  restrained  by  association  membership  and 
the  grouo  in  question  were  permitted   to  use  highly  comrietitive  methods  under   the 
protection  of   the   restraints   set  up  "by   the   association.      In  other  v/ords,    members, 
nr  groups   of  members,    can  see  very  plainly   that   they  can  make  more  by  operating 
indepeadently,    provided   the   other  groups   of  members   are   loyal    to    the   association. 
This   alv/ays    tends    to  give   rise    to  dissatisfaction  especially  ainong   the   less  ex- 
perienced body   of  membership  and   the   association  has    the   problem  of  constantly  re- 
educating i.ts  members   to   the   long,  time  purposes   and  advantages  of  association 
membership. 

This  difficulty  is   complicated  by  .the   fact   that    there  is  actually  ho   simple 
arithmetic   rule   of  calculating   the  advantages   which  producers   of  diferent   l«cali-- 
ties   would  have   if  prices   were    set  by  a  purely  competitive  means  rather   than  a 
process   of   organized   Dargaining.      The   existence   of   the   surplus   •iroblem  is   another 
complicating   factor. 

We   cannot   say    that,    assuming   transoart   and-  service   charges  are   60'/  a  cwt. 
for  a  region  A,    100  uults  from  market,    than  for  B,    10  miles   from  market,    that   the 
differences  have  been  equalized  and  justice   done  when   the   60  cent   advantage  has 
been  conceded   to    the  B  producer. 

There   is   no    simple    rale  of   economic   justice   in   this  matter.      The  problem  is 
much   too   complex  for   the  application  of.  any  simple   rules  of  what  constitutes   the 
economic  prices.      The   nearby  producers  possess   certain  economic  advantages   addi- 
tional   to    the   transportation  and   service  differentials.      Perhaps   they  are   not  as 
great  as   formerly.      Perhaps    they  will  be   less   in   the   future,    but    they  exist,    and 
especially  with   relation   to    the    surplus  problem,   practically  all  bargaining  asso- 
ciations find   it   necessary   to    take    them  into   consideration.      These   advantages   arise 
from  the   fact    that   nearby  producers  have   greater  accessibility  to    the  market. 
They  can  market   their  product  in  smaller  volumes    through   simpler  marketing 
machineryin   ooth   the   physical   and   economic  meaning  of   that    term.      They  possess  a 
greater  degree   of  independence.      Whenever  any   substantial   portirn  of   their  product 
is  excluded   from  the  market,    a  considerable  portion  of   them  may  in  general  be   ex- 
pected  to  market    their   -roduct   at  a  price   suffiiently  low   to   move    the  entire   amount 
as  fluid  milk,    and   through    their  competition — direct   or   indirect   vdth  dealers— to 
depress   the  market   accordingly. 

In   the   Connecticut  Association,    this   problem  is  met  by   so-called  non-policy 
contracts  by  which   the  producers  get    the   flat   Class  I   price   for   their  entire  pro- 
duct.     About    sixty-five  dealers  buy   on   this  basis   largely  from  nearby  or  Grade  A 
producers.      This   overlooks   entirely   the  grade-A  producers   who   constitute   a  sriecial 
feature   of   the   nearby   situation.      In  addition   to    the   above,    there   isusually  present 
in   the  price   structure   of   the  Connecticut  Association  a  range    of  about  one   cent  a 
quart  between   the  prices   of   the  most   and   least   favored  pools.      Tliis  difference   is 
the  unavoidable   outcome   of   various   comolications  which  a  bargaining  association 
faces   in  adjusting;  prices   and   sur-luses  ai-^ong  different  kinds   of  producers  on 
different  markets   in   the   same  general   area.      The  IJevi  England  i.iilk  Producers' 
Association  faces   this  problem  in  its   own  way  by   tiie    setting  up   of  a  rating  plan 
for   the   nearby   territory  and  a   surplus   olan,  for   the  more   distant   territory.      The 
Dairymen's  League   and   the   Interstate   Milk  Producers'   Association  have    to   meet 
the   same   sort   of  a  situation.      ■'iThatever  kind  of  milk  distributing   system  vie  may 
have,    coooerative   or  proprietory,    however  our  .cooperative  niay  be,  org.snized — whether 
as  a  bargaining  azaociation  or  as  a  cooperative  a.~ency   owning  and  operating   the 
distributing   system,    it  will  be   forced   to   face   and  meet    the   reality   of   this   oroblem 
and  will  be   forced   to   give   recognition  to    the  peculia  advantages   of   the   nearby   local 
producer   if  destructive  competition  is   to  be  avoided. 
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Hew  great  a  differential  is  necessary  "because  of  these  conditions,  I  am  not 
prepared  to  say.   Certainly  it  is  constantly  changing.   The  development  of 
stringent  reg^alation  of  the  methods  of  handling  milk  "by  distri"butors  certainly  . 
reduces  it,  and  a  universal  requirement  of  pasteurization  would  tend  to  minimize 
it  by  giving  to  larger  agencies  a  mono-Doly  of  milk  distribution.   On  the  other 
hand,  increase  in  the  demand  for  grade-A  raw  milk  at  the  expense  of  pasterized 
would  operate  in  the  o.)posite  direction.   Changes  in  methods  of  milk  distribution, 
in  the  organization  of  oroducers,  in  transr ortation,  in  health  regulation,  and  in 
the  competitive  situation  outside  the  New  England  territory  as  well  as  within,  are 
subjecting  these  differential  advantages  to  constant  change  to  which  bargaining 
associations  must  keep  their  long  time  policies  in  ap"'roximate  adjustment,  "but 
to  which  at  any  particular-point  of  time  they  can  never  be  in  ^lerfect  adjustment 
and  sometimes  not  in  adjustment  at  all.  .'    , 

Another  factor  of  importance  is  the  size  of  the  city-  in  which  milk  is  being 
distributed.   Of  the  seven  to  eight  million  persons  in  Southern  New.  England, 
2,000,000  are  in  metroTolitan  Boston.   The  rest  are  in  towns  am  of  v- rious 
sizes.   The  cost  cf  bringing  the  milk  from  outside  is  usually  more  in  the  smaller 
towns  and  the  complexities  introduced  by  the  existence  of  nearby  producers 
determined  to  share  in  the  market  at  any  price  is  increasingly  greater  the 
smaller  the  size  of  the  laarket.   Metropolitan  Boston  is-  thus  largely  supplied  by 
northern  New  England,  little  influence  being  felt  from  the  imput  of  the  nearby 
supply  areas.   On  the  other  extreme,  in  many  if  not  almost  all  of  the  citi'es 
under  15,000  population,  detached  from  the  metropolitan  areas,  the  peculiar- in- 
fluence of  the  nearby  producer  is  predominant.  '  In  numorous  cases  this  results  in 
constant  low  price  competition  and  a  local  retail  price  a  number'of  cents — two 
or  three — below  the  prices  prevailing  in  nearby  cities.  Health  requirements  vary 
in  these  cities.   In  all  the  smaller  markets  of  the  Ne-..  Ehglsnd  territory  outside 
the  metropolitan  area,  and  possibly  but  not  certanly,  including  Providence,  a- 
plan  which  includes  and  commands  the  allegiance  of  the  nearby  producer  is  essential, 
to  successful  organization  and  stabilization  of  the  market.   The  dealers  as'  a 
group.,  on  the  one  ha,nd,  '  and  the  producers  as  a  group  on  the  other',  are  the  element^ 
in  the  scheme  of  our  iiiarket  stabilization.   The  procucer-s'  group  must  in  general 
make  it  possible  for  dealers  to  own  their  milk  at  the  same  price  and  malce  it 
impossible  for  any  significant  volume  of  milk  to  be  sold  at  less  than  that  larice. 
The  dealers  must  take  the  entire  output  offered  on  the  market.   The  result  of  the 
negotiations  must  be  that  the  /.rice  for  milk  as  a.  whole,-  and  the  long  time  '-Trice   1 
received  by  the  various  groups  of  producers  as  a  result  of  the  application  of 
the  surplus  'olicy,  must  approximate  the  long  time,  economic  price.   The  signi- 
ficant point  which  many  of  those  interested  in  the  New  Englnnd  milk  market  fail 
to  ap.:)reciate  is  that  stabilization  cannot  be  achieved  until  a  price  is  evolved 
to  which  the  nearby  as  v;ell  as  the  distant  procucers  for  the  suiciller  markets  will 
adhere.  '  "  • 

Another  important  matter  that  has  not  been  recognized  in  some  quarters  is  that 
what  we  have  in  New  Snglrnd  is  not  one  uiarket,  but  numerous  nio,rkets,  not  one 
milk  shed  but  a  complex  aggregate  of  moreor  less  closely  interrelated  milk  sheds. 
The  milk  shed  for  a  larger  market  may  entirely  surround  the  milk'  she'd  for 'two  or 
three  or  even  half  a  dozen  smaller  markets,  but  almost  invariably  the  local  neax- 
by  milk  supplies  the  smaller  market  at  a  low  rice  if  ncec  be,  at  a  profitable 
price  if  possible.   Each  of  these  milk  sheds,  each  of  these  supply  areas  possesses 
its  ov/n  peculiarities,  its  own  problems,  realities  th.'-t  must  be  met  by  any  bar- 
gaining association  that  is  to  function  within  their  territory,  and  often  met  by 
price  adjustment. 

What  we  must  expect,  therefore,  in  our  Nev<  England  territory  is  not  the  same 
composite  orice  for  -11  farmers  after  the  transoortation  and  service  differentials 
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have  teen  accounted  for,    and   -^fter   seasonal    surpluses  have   received  due   adjust- 
nent,    but  a   structure   of  prices.      The  class   1   prices   or   fluid   milk  prices  may  he 
the    saine   for  all  producers,    hut   due    to   differences  which  arise   in   the  handling 
of    surpluses   as  well   as  because   of   the  larger  amount   of   the   gra.de-A  milk  sold  by 
nearby  producers,    we   get  a  definite   structure  of   conraosite  prices  which   in  a, 
rou^h   way  tend   to   diminish   somewhat   more   rapidly   than   the   freight   service   differ- 
entials  increase  as  we  go  back  from  the  market. 

These   foregoing  are,    I   believe,    facts  which   are   ira-^ortant  and  have   a  definite 
bearing   on   the   relationships   of   the   nepa--by   and   the   remote    producers   in   the  New 
England  milk   shed.      As  Mr.    Carrigan  has   so   well    said   today;    "Any  one   or  a  number 
of   cooperatives   or  f)roduct;rs   on  a  market   can  destroy  a  market,    but  it.  takes   all 
working  together   to  maintain  a  stabilized  and   satisfactory  nmrket   situation".      In 
other  words,    to  maintain  satisfactory  market   conditions,    northern  New  England  and 
Southern  New  England  must   cooperate.      But    this   coooeration  cannot . succeed  if  the 
joint  plans   and   policies   of   the   cooperating  parties   fail    to  give    to   anyone   of' the 
regions   involved  a  price   that   is   for  any  considerable  period  very  much  out   of 
line   v;ith:    (l)    the   long   time   competitive  market  price,    or   (2)    the   long   time   com- 
petitive price   for   the  producers   of  any   .particular  region  with  relation   to   others. 
It   devolves   on   the   agencies  and  individuals  which  represent    the   farmers,    in  v/ork- 
ing   out   these   cooperative    relationships    to    take   into   consideration  all    the   facts 
of    the   situation  bearing   on  price   from. each   of   the   two  points   of  view  mentioned 
above. 

Some   of   the   conditions   which  must  be   considered  in  appraising   the   situation 
are   complex,      Tliese   complexities,^  these   facts  which  are'  not   reducible    to   terms 
of  iuerely  cost   or  quality.^  whataver    that  may  be,    must  all  be   evaluated  in  arriving 
at    the   final  price   or   in  arriving  at   the  basis   of   price   adjustments  between  the 
nearby  and  remote    regions.      These   nearby  and  remote   regions  must   continue   working 
together  because,  their  coiTiiiion  interest  in  market   stability  is  infinitely  more 
significant    than   their   competj.tive   interest  in  a  tcmoorary,    and  at   the  best, 
relatively  small  price  differential. 
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PRICE  POLICIES  FOR   THE  NE""  ENGLAITD  iviILK  SHED 

W.   H.    Bronson,    Stetls tician 
New  Eni~-land  iiilk  Producers'    Association 
Boston,    Mass. 

The  N.E.M.P.A.    v/as  organized  as   a  bfrgainin^'  association.      It   operated  very 
successfully  throuiii   the  war  period.      After   the   war,    dairy  products  vrent    to   low 
levels.      The  Boston  milk  prices   in  1924  went  as   low  as   6  cents   per  quart.      Thesc- 
low  prices  iDrought   a  demand  from  dairymen  in  New  England   that  an  organization  he 
set  ua  to  handle  milk,    and   so    the  New  England  dairy   system  was  proposecf   in  1924. 
The  Eairy  System  did  not  have    the  unanimous   sup-ort   of   all   dairymen  in  New  Eng- 
land,   particularly  certain  groups   in  Vermont.      As  a  result,    the  Nev;  England  dairy 
system  did  not   function. 

The   failure   of    the  New  England  dairy   system   to    function    resulted  in   the  next 
anmial  meeting  of   the  N.'S.M.P.A.    voting   to   strengthen   the  "bargaining  organization 
and  malce   it   more   efficient   in  every  way.      Certain   steps  were    taken  to  hring  this 
ahout.      The    first   step   was   to   increase   finp,ncial    sur^port   of   the   organization  in 
order   that   it  might   increase   its   activities  "by  an  increrse   in  dues  paid  "by   the 
members,    and  a  greater  income   was  made   available   to   increase   the   activities   of 
the   organizn,tion.      As   the   result   of   that   support,    our  association   put   on  a  per- 
manent  field  force    to  handle    the   country   end   in   the  way  of   acding  new  memhers, 
handling  local  pro"blenis,    check   testing  of  milk  and   such  work  of   that  kind.      Pre- 
vious  to   that  we  had  no  permanent   field   force.      We  kept  men  on  when   v«3  had  money 
and  let    them  go   when  we  had  no   money.      The   addition  tf  a  permanent   field  force 
has   "been  a  "big   fp.ctor  in   strengthening   the   organization  its  upcountry   work. 

The   next   step    taken  v/as    to    start   on  a  prograiu  of   the    stengthoning   of  our 
organization  in   the   secondary  markets.      This  was  an  important   ste'^  and  a  large 
sized   jot.      i.iore  milk  is   consiimed  in  the   secondary  r.:arkets   than   is   consumed  in 
the  large  primary  market  of  metropolitan  Boston.      The  organization  is  operating 
in  a"bout  25   of   these    secondary  markets   and  doing  "business  wit'n    some  200  dealers. 
We  have  added   since   1924  a  large  memhe  rs'iip   and  obtained  a  greater   control   of 
these   secondary  markets   than  rre   ever  had  before.      Three   or   four  additional  mar- 
kets have  been  added  during   the   last  year   or  so. 

The    third   step    taken  at   the   annual   meeting  was   the   aooroval   of   the   ci-eation 
of  a  reserve   fund  in  order   that  wt   iidglit  have   further   financial    sup.yort  when 
needed   to  ..'leet  problems  v;hich   might   couie  up   due    to  vdthdrawols   of  products   from 
any  buyer  who   was  unwilling   to   pay  V7hat   other  buyers  paid  at   the  ..iarket.      The 
creation  of   such  a  reserve   fund  v/ill  add  greatly   to  )Our  bargaining  power. 

Our   fourth   step  was    to    st.art   a  program  of  improvement   in  quality  of   product. 
We  have  added  a  man   to    our   staff   to  work   on  qualit;;^  .iroblems.      We   realize   that   one 
of   the   important   factors   in  retaining  out  milk  markets   for  Nev  En,;:;land  farmers 
is   quality  of  product.      We  are  back  of   the  program  which  calls   for   the  highest 
possible   quality   of  production  from  our  New  Englrnc    dairy   farmers    so    that  boards 
of  health  oan  be    sure    that   the  product    they  are   getting  for    the  city  consumer  is 
of  the  best. 

The  way  the   situation  now  looks,   unless   something  comes  into   the  picture   that 
is   not  present  now,    the  policy  of   the  association  will  be   to  continue   to   strengthei 
our  bargrdning   power.      T"ne   further   strengthening  rjid   i.iaking  rnore   efficient   the 
operation  of  the  association  and    the   coordination  of  our  activities  v/ith   the 
activities   of  other  agencies    selling  milk  in  New  Englnnd  markets   is   our  progr-im. 
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PRICE  POLICIES  OF  THE  KEivIPA 

State.nent  Made  by  Vi.   H.  Bronston  at  New  En'2;land  Institute 

of  Co-operation 

The  HEMPA  operates  on  a  classified  "basis  of  prices.   It  sells  milk  of  its 
members  to  dealers  as  fluid  milk  (Class  1)  and  as  surplus  milk  (Class  2).   Up  tc 
November,  1927,  all  sunplus  was  sold  at  a  price  based  on  butter  quotations  direct- 
ly.  Prom  then  until  A^ril  1,  1930,  it  was  sold  on  .?,  divided  basis,  cirt  going 
at  butter  fat  values  and  part  jjoing  at  cream  values.   Since  April  1  a  flat  hundred 
v.eight  price  has  been  negotiated  for  all  Glass  2  milk. 

This  basis  applies  to  all  markets  except  one  minor  market — Portsmouth,  N.  H.  , 
which  is  on  a  flat  price.   The  plan  requires  the  re.iortine;;  of  purchases  and  sales, 
and  determination  of  per  cent  of  fluid  and  sur^.lus — final  checking  of  records. 
Such  basis  makes  the  costs  of  product  the  same  to  all  de.olers  based  on  use  made  of 
milk.   Identical  cost  of  product  to  all  buyers  brings  a  stable  market,  and  a 
stable  market  means  higher  prices  to  producer.   Classified  price  gives  better 
returns  than  ■:lat  price  because,  under  flat  price,  atte^uots  are  always  made  to 
move  surplus  and  market  prices  are  lo".er. 

Our  policy  therefore  is  to  have  all  dealers  on  a  re  orting  system  under  a 
plan  by  v/hich  surplus  can  be  handled  without  the  buyer  attempting  to  force  its 
sale  at  cut  prices. 

Price  Policy  With  Cooperative  Creameries 

To  handle  cooperative  sup^^lies  that  they  get  a  fair  share  of  the  market. 
Keep  product  out  of  market — prevent  coming  in  at  cut  price.   The  large  buyers' 
are  now  handling  -art  or  all  the  product  from  five  cooperative  creameries.   Con- 
tracts offered  the  creameries  are  on  tv.'o  bases: 

1.  Sale  of  a  definite  an.ount  of  milk  the  year  around — 75  cent  of  v/hich  ■ 

to  be  paid  for  on  the  Class  1,  fluid,  price  and  25  per  cent  to  be  •oaid  for  oh  the 
surplus  price. 

2,  Sale  of  the  entire  output  of  the  creamery  during  October,  Noveraber,  and 
December  on  the  sur;)lus  plan.   Determine  a  rating  based  on  the  average  amount 
ship-ped,  subject  -to  tho  surplus  of  the  dealer  and  thereafter  creomery  receives 
Class  1  price  for  the  amount  of  such  rating,  the  crea::ery  handling  thier  own 
surplus  above  rating.     '  .  ■/- 
Policy  in  Nearby  Markets 

Nearby  markets  are  operated  on  two  plans  selling: - 

(1)  Surplus  plon 

(2)  Rating  plan 

Under  the  surT:lus  il.in  as  ap.-lied  to  nearby  ;,iarkets,  all  milk  is  pooled  and 
all.  producers  rciceive  the  same  percentage  of  fluid  sales  vdth  one  composite  price 
paid  to  all  producers.   Under  the  rating  pla.n,  the  procuction  of  milk  for  the 
last  six  months — after  adjustment  to  sales  determined  the  araount  of  milk  which 
the  producer  can  deliver  at  the  Class  1  price  during  the  .next  year.   If  such  ratir,g 
exceed  sales,  the  ratings  are  adjusted  to  the  sales  by  a  percentage  cut  on  all 
ratings.   If  sales  exceed  ratin-~  sufficient  volume  of  surplus  is  paid  for  at  the 
Clas,g  I  price  so  that  .all  sales  cost  the  dealer  the  Class  1  price. 
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Both  methods   of   selling  insure   an  equal   cost   of  product  tetweenall  buyers. 

For  dealers   who  buy  only  local   milk  in  the   secondary  inarkets   wheremilk  is 
produced  fairly  evenly,    both   the   surolus  plan  and   the   ratin^^   clan  is  used.      In 
the  Providence   market,    practically  all    such  buyers   operate   on  the    surplus  plan. 
In  the   Springfield  market    two   dealers  operate   on  a  rating  plan  and  <.-ne.  on  the 
surplus  plan. 

For   dealers  who  buy  in  both   territorieswhere  milk  is   nroduced   evenly     and 
in   Sections    that  h.^ve  a  ride    seasonal  v.-^riation  in  production,    the   rating  plan 
is  used  a.s   s,  basis   of  purchase   in  local   markets.      The   reason  such   a  r-lan  is  made 
available    to    such   de;-..lers  are  primarily:  .  ! 

1.  't7ithout    such  a  plan   of  buying   the   dealer  coulc    buy  no   local  milk.      ^      . 

2.  Through  use   of   such   a  plan  for  nearby  adlk,    prices  in  the   market" can 
be  better   stabilized. 

The   first  point--inability  to    purchase   nearby  railk  on.  a  general   surplus  plan 
a^'Plying   to    even  and  uneven   territory  alike,    is  brought   out  by  a  comparison  of 
the   seasonal    oroduction  in  two  areas — Northern  New  England  and  Southern  New  Eng- 
land. 


Low  month.  . 
High  month 


North. N.E. 

South. N.S 

100  . 

100 

223 

154 

Production  in  Southern  N^^w  England  increases  54  per  cent   from  low   to  high 
while  production  in  Northern  New  England  increases   123  per  cent.      This    difference 
in  seasonal  production  resulted  in  a  very  marked  difference   in   the  percentage   of 
surplus  between  the    two   seasonal    oroduction  groups. 

The   dealer  buying   onl^^  Southern  New  England  railk  hc.s   a  sur  .lu.s   in  the  high  mon^ 
(J,jne)    of  from  20   to   30  per   cent   vAiile    the   dealer  buying  northern  milk  vould  have 
a  surplus   of  fro^i  50    to    60  per  cent.      Applying   a  50  to   60  -oer   cent   surplus    to 
"purchases   in  Southern  New  England   would  give   a  price   so  ...uch   out   of  line  with   the 
dealer  buying 'only  Southern  Newl^ngland  milk   that   no   milk  coulu   be  purchased.      In 
fact,    during   the  war  period  and  directly   thereafter,    the. northern  buyer  apilied 
th6   northern   surplus    to    the  Southern  New  Engl.r.nd  purchases  but  bought  'no  milk. 

The  use  of  rating  plan  under  which    the   Southern  Nov/  England   producer   stood 
only  his   own   surplus,    did  make   it.  oossible   for    the.  dealer   to  buy  .ailk  in   the 
nearby   sections  nnc".   such  buying   of  railk  in  conroeti tion  with   the  dealers   who  bought 
only   local   Ldlk  brought   about    stable  -orice   conditions   in  ther.e  niarkets.. 

The  use    of   the   rr^.ting  pl.-^n  in  the   nearby    territories   does  not   necessarily 
mean   that    the    -roducer  v.'ill   c-rry   no   surplus   or  will   not  have   additional--exTienses 
because   of   the   nature   of    the   buying   plr.n,    or   th,--,t  "..lis    returas  will  be  materially 
better   than  under   the   surplus  a-\?liod  by   the  dealei's  buying  only  local  milk. 

This   is    oroven  by   the   f.act   that  both  pi  ms   operate   side  by   side   in  Southern 
iJew  England   territory.      Tlie   surplus  plan  dealers   in  Providence   in  Ma.rch   averaged 
a  24  per  cent    sur-olus — last  June    they  averaged  33  per  ceiit--and   I'ast  November   they 
averaged  3  per   cent.      In   the   S.:^ringfield   market  where   two   or   the   dealers   ooerate 
on  a  local   r'ating  plan,    the   surplus   in  May   this  year  was  about  20  per  cent. 
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A  coti^Jarison  of  actual   net   prices  paid  by   the   largest  buyer   ^f  local  milk 
v;ith  Northern  Hew  En^-land  net   .;rices   indicates    that   the  difference   in  net  price 
is  actually  less    than  the   cost   of  moving  milk  froru  the   north   to   rrovidence: 

The  Providence  Dairy's   average   net  delivered  price   last   year  was  $3.58.      Tiie 
cost   of  moving  milk  from  ooint   of   delivery  by   the   farraer  in  the   10th  zone   from 
Boston  to  Providence,    including:  country   station  opersting  costs,    transportation 
charges,    and  can  service   is  92  cents  'oer  cwt.      Deducting  92  cents   from   the  price 
paid    $3.53,    leaves  a  net  price  in  the   10th   zone   of  $2.66  which  -'rice   is   6  cents 
less   than   the   average  price   paid   in  the   10th   zone   last   year  by  Boston  dealers, 

The   last  half  of  Ma,y   the  net  delivered   -.rice    was  $2,33.      Deducting  92   cents 
for  cost   of  ..lOving  milk  froi-i  the   10th  zone   to  Boston  leaves  a  net   nrice   of  $1.96. 
This  price    is   14   cents   less    than   the   nrice  actually   "aic    in   the   10th   zone. 

In  Nove..iber,    1929,    the   net   price   at  Providence   was   $3.78.      Deducting  92  cents 
leaves  a  net   price  at    the   10th   zone   from  Boston  at   $2.35.      Tlie   net  price   paid  at 
the   10th   zone   froi..  Boston  last  November  was  $2.31,    or  five   cents   less   than  the 
Providence     rice,    less   costs   of  getting   the  milk   to   the  ..larket. 

This   com[)ariscn  of  7>rices   indicates    that   prices   in  northern  Nev'  England  and  in 
Southern  New  England  are  about   on  a  .parity  after  costs   of  moving   the  p-roduct 
are    taken  into   consideration. 

The  prices    :)aid  by   this   local   dealer  were   less  anc-    the    surplus   carried  is 
greater   than   the   other  deale: s   who  buy  local  milk,    but  unter  a  flat  price  basis 
these    "irice   levels  would  be   prices   which  northern  procu.cers   would  have    to   com- 
pete  with   for  business. 

Rating  plan  producers   are   obliged   to   limit   their    /roCuction  and   produce 
evenly  about   the   same  amount   every  month  of   the   year.      Tiiis  means  added  costs. 

The   surplus  pdan  producer  is   not   limited   in  his  production  and   is  not   obliged 
to   produce   evenly.      Tae  cost   of   producing  milk  under  a  rsting  plan  is  greater 
than  under  a   surplus    ;.  Ian. 

There   are   certain  definite  brakes  applied   to    rating   ,.lan  oroducers    selling 
to    the   large   dealers. 

(1)  New  orocucers  coming  under  the  rating  ;.lan  s  cand  the  dealers  Ne'-'  England 
sumlus  for  three  months  and  their  rating  is  deterudnod  by  subjecting  their  oro- 
duction  to   such  surplus. 

(2)  Both  new  and   old   producers   in  order   to  iiold  ratings  mast   procuce  u~    to 
them  during   the   last    six  months   of   the  year, 

(3)  In   order  to   increase   ratings   they  must   j'X'.rp    the  New  England  surplus. 

These   three  provisions    ;)revent   ejcpansion  of  local    ratings. 

Tlie  maintenance   of  a  strong  organization  around   the  markets  has  been  possible 
unCer   the  -resent    -Ian  of   selling  milk.      Without   a  strong  organization  in  nearby 
territory  price   stability  in   the  market   is   impossible.      To   cite   an  instance 
that  happened   this   soring,  in  \i/orcestcr.      The  A  &  F   chain  stores   in  that   city 
discovered   that   they  were   losing  milk   sales  and  claimed    the   dealers  were    taking 
trade   fro;n  them  at   low  prices.      Tlie   chain  store  drop-'-;ed    their  price   from  13  cents 
to   12   cents.      Im,;-.ediately   all  dealers  prepared   to   dro '    their   --rice   1   cent  and    to 
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pass  the  drop' on  to  the  farmers.   The  VifTcester  prriducer  conwiittee  met  and  re- 
fused to  accent  any  cut  in  price.   The  dealers'  association  met,  the  contention 
of  the  chain  stores  v/as  presented,  the  result  of  a  survey  made  hy  the  Massachu- 
setts De-)artment  of  Agriculture  of  dealers'  prices  was  presented  to  the  A  &  P 
went  "back  to  13  cents  and  the  situation  was  straightened  out  satisfactorily  with- 
out a  cut  in  the  producer  .price.   Without  a  strong  local  organization,  it  is 
douhtful  if  the  cut  could  have  /been  prevented.   Lower  prices  in  the  Worcester 
market  would  have  made  it  more  difficult  to  maintain  prices  in  Boston. 

Let  us  further  analyze  the  sequence  of  events  which  might  follow  the  drop- 
ping of  local  production  hy  the  dealer  who  "buys  milk  "both  in  Northern  New 
England  and  Southern  New  England.   With  the  dropping  of  local  ■'^reducers: 

1.  The  percentage  of  surplus  up  country  goes  down  and  the  net  price  goes  up. 

2.  The  dropping;  of  local  supplies  means  an  over  supplied  market  and  the 
fluid  price  would  pro"ba"bly  ^o  down — reducing  there'by  the  up  country  price  as 
well  as  the  local  price. 

3.  Lack  of  purchase  of  nearby  milk  as  a  sales  argument  may  cause  the  up 
country  dealer  to  lose  sales.   Local  farmers  either  as  individuals  or  as  a  group 
(a  cooperative)  might  start  selling  their  own  milk,  thus  surplus  might  go  up 
and  price  go  down. 

In  this  sequence  of  events,  the  question  as  to  the  ga.in  made  "by  the  up 
country  producer  would  depend  upon  how  much  his  increase  in  price  due  to  decrease 
in  surplus  would  he  offset  "by  his  decrease  in  price  to  a  lower  price  for  fluid 
milk  and  loss  of  sales  by  the  dealer.   This  sequence  of 'events  might  easily  leave 
the  situation  in  the  north  country  in  the  exact  oosition  it  was  when  it  started. 

To  summarize  the  price  policies: 

1.  We  opergte  on  a  classified  basis  of  prices  with  plans  of  selling  that  will 
clean  up  surplus, keei:.  it  off  the  ^rketand  under  which  the  dealer  reports  pur- 
chases and  sales. 

2.  The  plan  of  selling  makes  possible  the  handling  of  cooperative  creamery 
supplies. 

3.  We  operate  "nearby  markets  on  a  plan  which  gives  equal  opportunity  to 
both  the  dealer  who  buys  milk  in  even  territory  only  and  the  dealer  viio   buys 
both  in  even  and  uneven  territory,  to  buy  local  milk.  ' 
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SU:,LiA2Y  0?  THE  INSTITUTE 

Harry  3.    Lewis,    Co-iijissioner   of  Agriculture 
Pro.viaence,    E.    I. 

There   are   certain   points   that   should  he   carried   away  fro.;,   this   institute   as 
hi-;,h  lights. 

One,    in  reference   to    the   section  of   the   'irogr-m  in  relation   to    the  Federal 
Farm  Board   rnd   tne   effect   of  its  work  u.'.on  Nev.  England.      It  has  teen  clearly 
hrought   out   that   all   '.'■e   want   in  comparison  with   the   rest   of    the   country  is   equal 
service  and  equal  helo..      Tlie   Federal   Farm  Board   now  is   trying  in  every  way  -possi- 
hle   to   work  out   a  progra;u  for  ¥.e\,  England.      The   question  in  our  minds   is  whether 
their   ..resent   set-u..i  v.111  permit   them  to    render   the    particular   service   which  is 
needed.      I    infer   that   there   is  a   strong   feeling   in  lien  Engl,^:ud   th.at  Federal  F.^rm 
Board  activities   should  not  be   limited   to   uiarketing  cooperatives   alone,    hut   ougl?t 
to   afford   op  ...ortunity   to   a'oply  effective   coo,)eration  in  cooperative  buyin^.      Is 
it   not     'ossiblc   for   the   agencies  here   representee    to   brin,,7:   .about   an  amendinent   to 
the  Federal   Far.r.  Board's   act    to   include   cooperative  buying   as  well   as  cooperative 
selling?     Are   there  agencies   in  the  country  working  ag.ainst   this?      If  so,    what 
are    they? 

When  the  Federal  F.ar.,j  Board  act  was   drafted   it   containec    a  clause   vAiich   in- 
cluded coo  .erative   selling  a.nu   cooperative  buying.      Within   the   last   fe¥-  da^/s  be- 
fore   the  bill   wa.s   adop'ted,    the   clause  for  cooperative  buying  was   struck  out. 
Another   thing  we  must   insist  u'.on  is    th';t    the  .Federal   Fp,rin  Board  must  in  some  v.ay 
pjay   recognition   to    the    superior  qualitp'   of   the   locrl    prown  hi_ph  quality  corauo- 
dities  Vshich  we     ■roduce   in  Kev.  England.      There   is  ^oing   to  be   a  continual   in- 
creased   pressure    to   :."'Ut   on  the  market  more   and  more   co.'.iLodities  from  a  dist.ance 
that  have  been  graded  and   standardized   of  better   quality.      We  have    to   iui^rove, 
in  the   same   v/a.y,    the   quality   of  our  cjnxaodi ties   to  hold    the   uiarket,    and  Vie  need 
hel-;-i   fro..i  the  Federal  Far.;:  Board.      It  is   just   that   they   give  "Sev   Englanc    this 
hel'o.  ,  , 

Vie   should   thinic  sericuasly   in  reference    to    the   Federal  F^r.u  Board   urogram 
in  !-7ew  Englonc.      1,6   not   only  vvant    to    thinl:  of  commoc'itp   organization  as   it 
develops   in  llev   En5:l,anc  ,    but    think  of  co.:i.:[unity  organization  .and  grouping  of 
corii..oditiea.      There   are  very  few  coiiiuiodi  ties   in  Wev,  England    th,-^!   can  be   organized 
on  a  single   co..imodity  basis  but   there  are   areas   wher'-    three   or  four  conaodities 
can  be   organized  ana   a  co..:c.unity  organization  develo    ec  .      It  is    through   such   an 
organization   that  I   believe   the  Federal   Farm  Board   can   render   the  grea,test   service 
to   I'lev.  England. 

This   whole  movement   of   coo;.eration  developjec   bp    the  Federal   Far...  Board,    vlll 
develop   slowly   in  Nev-  England  .and   only   as   the   result   of   extensive  educational 
work  aiiiong-    our   rural    :>c;o,ple.      At   t.iese  institutes   v;hic..i  you  have  been  holding 
belitiVtt   there  has  been  distinct   ..rogress  aiade    toward   an  understaadin^   of   wnat, 
cooperation  means.      It   is   evidence    that  we,  are  getting-   together   on  a  lot   of  per- 
lexing  pDroblems   relating   to   ^..-w  England. 

The  New  Eng:l.and  farin  market   -rograi.;  has  bro'ight   out    two    or   tiU^e   im"ortant 
■problems   in  its  develO:.ment.      First,    the   question  of   v.uit.able  inspectLon  service 
pertaining   to    the    standardizing  rjid  grading  llev/  England   grown  conimodities.      The 
exhibit  here   sh^ws  what   can  be   done.      If   the  program  grovvS,    and  I   believe   it  will, 
the   incre.^=sec    nuiuber  of  com./odities   coming  under   it   andt  i.e   development   of   carlot 
sales   will    require   increased   inspection.      Contact   with  /lundreds  of   individual 
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producers   is  going   to   necessitate    the   setting  up   of  an  inspection   system  far 
bigger    than  any  of  us   anticipate.      We  need   to   give    this  more   thought   and   at- 
tention.     It  must   he  presented   to    our  legislatures    to  huild  up  an  -onderstanding 
of   this   inspection  program  and    to   develop   wa^/s   of  financing   it.      We  must  make 
plans    to   work  out  a  comnlete   inspection  service.      The   policy  and  development 
of   this  grading  and  standardization  program  is   one   of   the   vital    r-rohlems   right 
ahead  of  us. 

It   is   true    that  we   in  New  England   need   this    service.      It  haS  had  a  great 
influence   and  has  "been  a  great   impetus   in  develtping  a  cooperative  mindedness 
ariiDng  our  people.  -  It  has   developed  an  interest   in  grading  and    standardizing   that 
nothing  else   coula  have   done.      You  know  and  I   know   thpt    the   competition  from 
distant  points  has  heen  made    possible   through   the   standardizing  enc   grading.      We 
cannot   condemn  and   criticize   outsiders   who    try   to  get   our  market  hut    the    thing 
for  us    t-i  do    is    to  hold   these  markets  hy   the    same  methods    that   are  being  used    to 
take    them  away  from  us. 

We  do  Hal  need  a  lot  of  research  v»ork  and  you  men  have  got  to  show  us  just 
vhat  the  preferential  orices  are  which  are  obtainable  as  the  result  of  the  ap- 
plication of  grading;,  rinciples.  Just  where  the  increase  goes.  Does  it  g  to 
the  wholesalers,  the  .roducers  or  the  constuuers?  Massachusetts  has. led  the  way 
in  as-.aragus  and  Maine  in  potatoes.  ''iihat  is  bothering  us  is  just  how  much  are 
our  f-rmers  going  to  realize  through  increase  in  the  net  returns  t'  them  as  the 
result   of    -gracing   ,■  nc    better  mrrketin;? 

One   of   the  big   ste  -s    th,?t   should  be    taken  by    the  Bureaus  of  Markets   are 
research   steos    that   sre  based   on  s cientific  procedure    tn  determine    the    ore- 
ferences   and  advantages   coming  fro.a  the   program  and  wliere    the   increased  returns 
finally  go. 

Yesterday  afternoon  Clyde  King  gave  us   real   facts   in  regard    to    tlie  milk 
situation.      The  meeting   of    the   New  England   rai Ik  com  ission   the  development   of 
their     urogram  based  u  Jon   the   evidence   submitted  by   those   in 'the   conference.      Tlie 
conditions   are   fundamental  1,,    sound.      The   development   of  a   New-England-wide  milk 
sales   com.iiittee   T;hich   will    take   in  all   factors   and    sitting   doi;,'n   together  will   w  irk 
out    this   sales    Problem. 

Two   or   three   years   a^o,    what   did  we   see?      There  were    scraps   apd   fights, 
but   every  year  we   are   ^etting   closer   together  and   our   -.;robleEi  is   gradually  being 
easier.      If   we    take  home    the   suggestions  heard  hure,    everyone   vd'll   be  benefited. 

One   of   our  problems   is   in   regard   to    the   Federal  Land  Bank.      It   restricts   the 
application  oi    the  benefit   of   tha.t  act  as  a  ■  ilied   to  Now  England  agriculture. 
Not   only  does   the  act   itself  restrict  its   a  plication,    but   regulations  of  the 
bank  still   further  restrict  it.      You  have  had   this  brought    to  yoir  attention. 
Poultry   farmers,    vegetable  growers,    etc.,    cannot  be   recognized   in   the  making   of 
loans,    uoon   their  earning  ca'^acity.      There   is   no    recognition  of     'ersonal    securi- 
ties.     Any  bank  doing  business   considere';    the  personal    security,    honesty  and 
integrity  of   the  man  borrowing  money.      Money  loans  are  based  urjon  o6rsonal 
security   f-nctoirs   and   they  must  be    taken   into   consideration   if  Nev  England  is 
going   to  be   benefited.      There   should  be   some   way   of  working   into    the   picture 
the   earning  capacity   of   the   business   on  which  money  is   to  be  loaned.      In  Provi- 
dence,   R.    I.,    there   are  hundreds   of  acres   of  land,     the  value   of   which  is  moderate, 
on  which    the  borrowing   capacity   of   the   farmer   through   the  Federal   Land  Bank  is 
limited.      Even   though    the   e.-irnin_,-   ca.jacity  may  be    thousand  s  _of.  d  hilars   a  year, 
no   recognition  can  be  given   to   that  point.      The   New  England  'leaders   should    take 
action  and  bring  about   recognition  of   this   princiiile. 
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SUivLiARY  OF  IH3TITUTE 

J.    E.    Carrigan,    Assistajnt-  County  Agent  Leader 
Burlington,    Vt. 

Mr.    Lewis  has   summarized   the  Institute  very  veil.      So   instead   of  a  summary 
I'll    try   to   give  what  apo-jared  to  "be   some   of  its   prevailing  feat-'ares. 

First,    I   "beiiev.3  I    spe.^jk  for  all   of   the   states   outside   of  Hhode  Island  in 
thanking   the   local   couuiiittee   not   only  for   its   part   in  arranging   the      rogram  but 
for   the   fine   acco..-uodations   it  has   provided  which  have  made   the   occasion  not     mly 
a  helpful   one  hut   also   one   of  pleasure  and  enjoyment. 

Second,    there  has  "been  a  tendency   to  use   opinions   and  conclusions  hased  on 
too   little   factural   evidence    throughout   the   discussions   of   the  Institute.      In 
my  work  I    find    thpt    the  most   embarrassing   thing   to   face    is    the   a,nswering   of 
questions  without  having   facts   on  which   to  "base    sou.nc;   ^nid  hel oful   ansvers.      The 
same    thing   is  evident  here.      Economic   facts    that  deal   with   supply,    demand  and 
price   are  badly  needed.      If  anything  can  be   done   to   encourage   the   speeding  u':'  of 
the  programs   of  our  educational  institutions  in  doing  research  which  vn.ll  give 
us  more   ecjnomic  infonnation,    it   should   be  cone.      It   ms  gjod  to  hear   Mr.    Waugh 
stress   this  particular     .'Oint. 

Third,    I  have   sensed   two   undercurrents   of   thcaight   at    this  Institute   relative 
to   cooperative   farmer    jrganization.      One   current   seemeo    to   lead   toward   organiza- 
tion of   j,roups,    states   or   sections   in  such   a  way  as   t  i   set   farmer  group   fighting 
far.aer  group,      Tne   other  undercurrent   seeued   to   luad   in   the   op   osite  direction 
and   tov'ard  cooperation  betreen   t^iese  various  grou'".s   in  fightin:;   their  corimon 
battles.      ¥nile    -robably   everyone   present   vroulc   disclaim  being  a  party   to   the 
former,    we  niust  all  be   very  careful    lest   we  unwittingly  brin?:  .'-bout   that   very 
thing. 

The  milk  marketing   situation  is  a  case   in   .;;.jint.      VJe  have  groups  and    sections 
conTnetin.    destructively,      '.i^hile  I   believe  Mr.    I.    G.    Dgvis   for   the  most  part, 
sur.imarized   the  milk  situation  very   v/ell  I   do   disagree  r/i  th  him  that   the   Institute 
was   in  practical  unanimous  agreement  as    to    the  differentials  betveen  nearby  and 
distant  milk.      Ncn  economic  differentials   are  bad  and   tendti  bring  about   fights 
between  groups.      Such    Thenomena   should  be   eliminated   as   raidly  as   possible. 
Section  must   not  be   lined  up  a-'^ainst   section  or  grouo  a;painr,t  group   for  by  so 
doing   the   very  gr^at   need  of   the   farmer  at  "oresent,    bargaining   nower,    is    thereby 
deminished  and    the  very  purpose   of   cooperative   farmer  organization  and   the   farm 
marketing   act  defeated. 

I   attended  a  farmer  meeting  recently  in  Vermont   just  after    the   price  drop 
in  milk  in  Boston.      A  farmer   said  he  had  been  an  N.S.M.P.A.    member  for  years 
but   if   that   organization  was   going   to     )Ush   the   price   of  milk  down  he  guessed  he 
was    through  with  it.      There   was  a  strong  cooperative   creauiery  man  and  a  fervent 
N.E. H.P. A.    member  present  and   the   fun  began.      The   acvice   given  was   just  ^hat  I 
believe  would  and    should  be  given  by  anyone  here   present.      It  was    to   the   effect 
that  each  should  stick  to  his   organization  and  both  work  hard   to  bring  about 
better  cooperation  between   these   now  competing  organizations.      To    that  end  we 
all   v/elcome,    and  look  forv/ard  with  hope    to,    the   movement   started   by   the   Few 
England  Iviilk  Board  as  a  means   of  bringing  about   cooperation  between  farmer  groups 
which  are   n^t   now  cooperating. 
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T   ^       .    th.t   t-e  undercurrent   of  coooeration  ^etreen  cooperatives  may  have 

in  '   "Oh     dear  Lord,    what   are   v;o  going   to   do    to   save   oar   souib.         x 

alLst  ;.m.diat.l-  fro...  th„    sea  faring  Mrd  «Pu_.  ,  Vr,s.  T^mnn  Uka  hell   or  we'll 

all   go    to    the  hottoui. " 


SUi^'iiviAilY  OF  INSTITUTE 

r.    B.    Bomberger,    Assistant   Chief  in  Charge   of  Organization   ■     , 
Division  of   Co-ojerative  Marketing,    Federal  F^rn.  Bop.rd 

Washingtofi,   S.    C. 

It  would  "be  a  little  unfortunate  if   this  particular  ohase   of   the   Conference 
should  "brealc  up  without  havin-;   something   said   to   justify  the   stress   that  has 
been  laid  by  inost   of   the   speakers   on  quality.      I   merely  state,    as  ray  own  personal 
opinion,    that   this   is    the-   chief   orohlem  of  Nev.'  England   for   the  particular  commod- 
ity or  crop   that  we  may  have  under   consideration. .    I    can   say   this  because  in 
Maryland   our  prohlems   are   like   the   ones  you  have .here,      We   also 'feel    the  "oressure 
of   these   finely-graded,    finely-p.acked  attractive   looking  packages    that   are  coming 
in   from  distant   ooints  and  are   crowdini,   out  our  own  produce   on  our  raarkets. 

It  is    true    that   there  are  always   people   on  the  uiarket  who  will  desire  low 
quality   stuff  because    they  cannot  afford"  .to  buy   the  good  quality;    but  don't  mix 
the   low  quality  in   the   same   package  Vilth   the, good  quality.      Weather  conditions 
sometimes  are  going  to  r-.revent   the    "production  of  high  quality  products.      You  may 
have   little   or  much,    but  don't  mix  poor  and  good  quality  in   the   saine  package 
and  expect   to   _;et  by  with  it  on  the  siarket. 

■    Of  eggs,    apples   or   lettuce   or  anything  at  all,    the   individual   farmer  v/ill 
want   to    produce   as  mach   quality   ,^.s  he  can,    and  will   v.'ant   an  agency   to  nut   it   on 
the   market   in  a  cooperative   way- so   as   to   make   the   appeal    to   those    oreference 
dems-nds   that    the   purchaser  has.      Large  eggs   or   red  apples,    this  package   or   that, 
whatever  he   wants, — if  you  can  afford   to   put   it   in   that    tiackage, — give  him  by  all 
mesns   what  he  vrants.      The   reason   is   intensely   oractic^l. 

We   are  being  hurt  because    the  Pacific   Coast    :.roducers   actually  come   over  and 
put   their  egjs   into   the  Boston  market.      T/Jhen   these  products   reach    the  iiiarket 
they  are   13    to  20  days   old  and   sell   for   the   same  price  as   nearby  eggs  or  higlaer. 
The  best   way   to  protect   nearby  quality   is   to   identify  it.      Some   system  of  grade 
labeling,    inspection  and   other  requirements   are   necessary   so    that  producers   and 
also    the  dealers   and   the   cons^araers  know  thi-t   quality   is   thore;    and   if  you  neglect 
this   you   fall    that  much   short   of   success.      You  can  do    that,    I   believe,    only 
through   collective   action.      VJhether  you  are   read;     for   it   noT/  is   another  question. 

I    want   to    say   this   further,-  I    don'  t  believe   that    this   grou'p,    representing 
the  Agriculture   of  New  England,    can  legitimately   expect   that   the   Federal   Farm 
Board  or  any  other  agency  outside  of  New  England  can  be  called  upon  to   do   this 
thing  for  you.      It   is  your  job.      If  you  want   the  New  England  products   to  be  known 
for  their  quality,    you  have   got   to   do   what   others   are   doing  in  California  or 
vdxerever   they  produce  a  highly-developed,    highly-graded,     ..r  highly- standardized 
product.      Growers  have  got    to   do   it   themselves.      You  don't   need  any  protection. 
New  England   producers  have   no    right   to  ask  for  more  protection,    than  say,    the 
average    trans jortation  charges   for  bringing  goods   from  the  Pacific   Coast    to 
Atlantic  markets. 

That  means  work.      It  means  going  back  to    the  production  campaign.      It  means 
that  if  the  market  is  going  to  pay  a  differential  price  for  large  eggs,    you  have 
got    to  breed  hens    to   lay  large   eggs 4f rom  generation   to  generation  until  hens  lay 
large   eggs. 

It   is   essential    to    ship  apples  under  your   own   quality  brands.      You  don't  want 
other   people    to  get   the   quality  prices.      There   is   only  one  way   to   avoid   it.      Go 
back  and  look  at   the   production  programs   of  your  comoetitors,    their  handling 
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programs,  their  -jjacking,  grading  and  selling  programs,  and  when  you  get  sorne- 
Vihere  near  the  way  they  have  worked  it  out,  you  won't  have  any  question  about 
w'.iat  to  do.   The  results  will  he  to  their  disadvantage  and  not  to  ours. 

I  helieve  the  Federal  Farm  Board  will  be  vitall.;  interested  in  anything 
that  may  develop  here  that  looks  like  a  constructive  campaign,  going  to  be 
beginning  rf  things  and  v/orking  down  to  the  consumer,  if  necessary.   Coordi- 
nation and  cooperation  with  the  elements  in  the  trade  will  enable  both  grower 
and  dealer  to  work  out  their  salvation  on  a  satisfactory  basis.   On  established 
facts  work  out  a  program.   The  Federal  Farm  Board  will  lend  infonnation  if  they 
have  it;  give  advice;  and,  if  it  becomes  necessary,  provide  funds  to  carry  on 
a  constructive  progra^n  that  will  work  to  build  up  a  marketing  organization  based 
■primarily  on  keeping  the  market  for  quality  products  in  the  hands  of  New  England 
growers. 

Do  you  believe  that  cooperative  production,  grading,,  packing  and  shipping 
can  be  well  .naintained  for  a  long  time  by  a  cooperative  association  unless  it 
has  a  hand  in  determining  something  about  the  conditions  under  which  proc'ucts 
are  sold?  Denmark  was  not  content  to-  produce  good  butter,  good  eggs,  good 
bacon,  etc.,  put  the.a  on  ships  and  trust  them  to  the  sales  mercies  of  the  British 
merchant.   They  carried  their  sales  agencies  over  to  the  British  Isles,  and 
maintained  control  as  long  as  possible  alon.g  the  line  from  producer  to  ultimate 
consuiiier.   Through  cooperation  they  were  able  to  do  the  trick;  through  coopera- 
tion New  England  producers  can  do  the  same. 


FIFTH 

MW  ElTGLAl\rD  IlvSTITUTE  OF  COOPEIlATION 


Held  at 
University  of  Maine 
Orono,   Maine 
June  23-25,    1931 


217 


ADDRESS  OPWELCOME 
Dean  Leon  S.  Merrill 
College  of  Agriculture 
University  of  Maine 


The  Fifth  Annual  Mew  England  Institute  of  Cooperation' is 
about  to  open,  but  before  we  proceed  to  the  consideration  of  the 
subjects  assigned  to  this  forenoon's  session,  I  desire,  on  behalf  of 
the  University  of  Maine  and  its  College  of  Agriculture,  to  express  to 
your  Executive  Committee  our  sincere  appreciation  of  their  acceptance 
of  our  invitation  to  hold  the  Fifth  Annual  Institute  at  this 
institution. 

We  regard  your  visit  to  the  University  as  a  distinct  honor 
and  it  is  indeed  a  privilege  to  place  the  facilities  of  the  institution 
at  your  disposal. 

Your  program  is  a  most  promising  one.   The  topics  included  in 
the  program  are  timely..  The  need  for  their  serious  consideration  is 
pressing.   It  seems  certain  that  much  of  real  benefit  v/iH  result  from 
it. 

We  trust  that  your  stay  at  the  University  may  be  pleasant  as 
well  as  profitable.  You  may  feel  assured  that  we  shall  do  everything 
we  can  to  make  it  so.  vrhile  you  are  here  you  are  invited  to  make 
yourselves  at  home.  We  want-  you  to  remember  your  stay  with  us  so   • 
happily  that  you  will  desire  to  come  again. 
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*      A  PRODUCTION  PROGMM  FOR  THE  UW   ENGLAID  DAIRY  IITOUSTRY 

W.  H.  Bronson 
Statistician,  New  England  Milk  Producers'  Association 


My  discussion  of  a  production  program  for  the  New  England  dairy 
industry  will  largely  concern  itself  with- the- question  as  to  whether  or 
not  New  England  should  produce  a  sufficient  volume  of  dairy  products  to 
supply  not  only  the  fluid  milk  requirements  of  the  market,  but  also  the 
creain  requirements. 

In  answering  this  question,  we  must  consider:  First,  price 
policies  of  selling  agents  offering  products  in  the  market;  second, 
positions  of  Boards  of  Health  in  regard  to  sanitary  requirements  of  pro- 
duction. A  third  subject  might  be  discussed  with  relation  to  the 
relative  costs  of  production  between  New  England  and  the  middle  west,  bnt 
the  limited  time  and  lack  of  sufficient  infomation  prevents  the  cover- 
ing of  this  particular  point.   I  hope,  however,  that  some  person  in  the 
group  here  present  may  be  able  to  offer  some  information  m  regard  to 
this  particular  phase  of  the  subject. 

Taking  up  the  discussion  in  this  order,  I  first  msh  to  cover 
the  relationship  of  price  policies  to  a  production  program  for  New 
Enrland,  and  as  a  preliminary,  I  believe  an  outline  of  the  New  England 
Milk  marketing  situation  should  be  given.  The  New  England  Milk 
Producers'  Association  sells  milk  to  the  larger  dealers  in  metropolitan 
Boston  and  some  30  or  40  dealers  in  secondary  markets.  In  Boston 
itself,  approximately  60  per  cent  of  the  milk  is  handled  by  dealers 
buying  through  the  association-tho  other  40  per  cent  is  split  up  betvreen 
independent  cooperative  creameries  supplying  milk  to  small  dealers, 
independent  cooperative  creameries  with  their  own  distributing 
facilities  operating  on  the  street,  both  whole  sale  aiid  retail,  one 
cooperative  creamery  bottling  and  supplying  a  large  chain  store  and  pro- 
prietary operated  country  plants  omacd  either  by  individuals  who  shipped 
to  small  dealers  or  operated  by  the  small  dealer  himself  in  the  country. 

Control  of  the  market  is  thus  split  up  among  a  large  number  of 
individual  units  mth  about  15  cooperative  creameries  operating  in  the 
market  more  or  less  independently,  some  of  which  have  direct  contact  with 
the  consumer  through  their  city  operations. 

The  policy  followed  in  offering  fluid  milk  in  the  market  by  the 
various  organizations  having  control  of  the  supply  will  to  a  very  large 
extent  determine  the  production  policy  in  the  Now  England  milk  shod. 
VTicn  the  basis  of  fluid  milk  prices  is  made  something  over  the  price  which 
can  be  returned  for  milk  sold  in  the  form  of  cream,  there  can  be  only  one 
policy  followed  by  buyers,  vxhich  is,  to  buy  only  a  sufficient  amount  of 
fluid  milk  to  cover  fluid  milk  needs  of  the  company  and  purchase  cream 
independently  cither  in  Now  England  or  from  the  mid-western  points. 
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■  The  policy  follov/cd  in  the  Boston  market  during  the  past  year 
has  boon  one  which  if  continued  to  be  followod  will  prevent  the  produc- 
tion of  croam  in  the  Wev/  Englcjid  territory  in  sufficient  volume  to  supply 
the  cream  needs,  A  review  of  the  price  situation  and  policy  during  the 
past  year  will  bring  out  the  effect  of  the  price  policy  on  a  production 
program. 

During  1930,  the  spread  botv/ecn  the  fluid  milk  prices  and  the 
butter  value  of  milk,  or  other  manufactured  dairy  products,  became 
exceedingly  wide.   The  spread  betv;eon  the  value  of  milk  manufactured 
into  butter  and  the  fluid  milk  price  was  46  cents  a  hundred  weight  higher 
during  the  year  1930  than  the  average  of  the  past  10  years.   The  spread 
averaged  for  the  year  1930,  |1.84  a  hundredweight  in  the  tenth  zone  as 
compared  vd.th  the  average  for  the  period  1921-1930  of  |1.38.  These  wide 
spreads  and  heavy  surpluses  carried  brought  wide  differences  between  our 
fluid  milk  price  rjid  the  composite  price  and  led  to  the  offering  of  milk 
in  the  fluid  milk  market  a^  lower  than  the  established  price.  By  moving 
all  or  most  of  the  milk  as  fluid  milk,  carrying  little  if  any  surplus, 
those  offering  tlijo  lovrar  priced  milk,  were  able  to  pay  prices  fully  up  to 
•those  paid  by  dealers  who  were  operating  under  the  Nct/T  England  Milk 
Producers'  Association  price  schedule  of  an  established  price  for  all 
milk  sold  as  fluid  milk.   Milk  during  the  past  year  was  sold  from  1/2 
cent  to  1-g-  cents  per  quart  in  the  Boston  market  below  the  N»E.M.P.A. 
price,  and,  contracts  in  some  cases  v;ere  made  for  milk  at  1  cent  per  quart 
beiow  the  New. England  Milk  Producers'  Association  price,  v.hatevcr  that 
price  might  be. 

This  policy  of  offering  milk  below  the  established  fluid  milk 
price  in  order  to  move  surplus  in  the  fluid  milk  market  and  escape  the 
sale  of  any  product  at  the  lavi   manufactured  values  brought  about  the 
drastic  decline  in  milk  prices  which  took  place  this  past  v^'intor.   If 
this  policy  of  pricing  milk  on  a  basis  of  its  value  in  the  manufactured 
market  is  followed,  it  will  be  very  difficult  for  New  England  to  get  a 
price  for  all  milk  produced  high  enough  so  that  they  can  afford  to  pro- 
duce milk  for,  cream  purposes  in  ccmpotition  with  the  mid-west. 

The  reason  \ih.y   this  is  true  is  that  ■ -the  ,  only  way  that  competi- 
tion can  bo  met  in  the  market  when  this  price  policy  is  follovrod  is  for 
all  other  agencies  to  reduce  surplus  and  reduce  fluid  milk  prices  to 
meet  competition  dovm  to  a   point  Vv^hcro  those  offering  milk  at  a  cut  price 
could  not  pay  competitive  prices  in  the  coujitry.   The  ability  of  those 
offering  milk  below  the  established  price  to  continue  that  practice 
depends  largely  upon  the  spread  botrvcen  the  Class  1  price  and  the  net 
price  actually  paid  the  producer.  During  19''0  these  spreads  wore 
unusually  wide,  averaging  nearly  a  cent  a  quart  above  normal  during  the 
first  four  months  of  the  year  and  averaging  better  than  a  half  cent  a 
quart  above  normal  for  the  year  as  a  whole.   These  spreads  between  the 
Class  1  and  the  composite  price  are  determined  by  the  difference  betivoen 
our  Class  1  price  and  the  Class  2  price — the  less  the  differences,  the 
lower  the  spread.  And  second,  by  the  percentage  of  milk  sold  as  fluid 
and  as  surplus-  -the  greater  the  percentage  of  milk  sold  as  fluid,  and  the 
lower  the  percentage  sold  as  surplus,  the  smaller  tho  spread. 
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Our  organization,  therefore,  facing  the  problem  of  meeting  the 
competition  of  those  offering  milk  at  a  half  cent  to  1-g-  conts  bclcrt/  our 
fluid  milk  price,  selling  all  or  most  of  their  milk  in  the  fluid  milk 
market,  putting  our  mcmhers  to  a  disadvantage  in  the  sale  of  milk  in  the 
market,  and  at  the  same  time  leaving  the  price  cutter  in  a  position  to 
po.y  com.petitivo  prices,  was  forced  to  meet  the  Situation  by  reducing  the 
spread  befeveen  our  fluid  milk  price  rjid  the  Class  II,  or  surplus,  price 
by  a  reduction  in  the  fluid  milk  price  totaling  3  cents' per  quart.  These 
reductions  tended  to  bring  about  a  reduction  in  the  percentage  of  surplus. 

In  October  1950,  the  spread  betj^roen  the  Class  1  price  in  the 
10th  zone  and  the  Class  II,  or,  surplus,.' price  Ivas  |l,62.   In  February 
1931,  it  v/as-  $,72--a  decrease  of  $,90  in  spread.   The  difference  betvrecn 
our  Class  1  price  and  the  net  price  dccrsascd  from  76  cents  a  hundrcd- 
vTOight  in  October  to  27  cents  in  February — a  decrease  of  49  cents.   In 
October,  on  individual  operator  vho   sold  all  his  milk  in  the  fluid  milk 
market  could  h;ivc  offorod  it  at  1  cent  per  quart  under  our  price,  pay 
competitive  prices  in  the  country,  and  have  30  cents  per  hundredvraight 
to  put  into  profits  or  reserves.   In  February  if  ho  had  sold  all  his 
milk  as  fluid  milk  at  1  cent  per  quart  under  our  price,  he  would  have 
lacked  19  cents  a  hundredweight  of  being  able  to  pay  competitive  prices. 

This  change  in  the  situation  was  duo  to  the  lov^r   spreads 
betT,-roon  the  Class  1  and  the  not  price,  'brought  about  by  a  decrease  in  the 
spread  bc-b.vecn  the  Class  1  and  the  Class  2  price  and  the  lovrcring  of  the 
percentage  of  surplus.  The  lovv'sr  percentage  of  surplus  was  largely 
brought  about  by  a  decrease  in  production  of  milk,  the  shift  of  deliveries 
of  milk  to  deliveries  of  cream  where  milk  hauling  charges  were  high  sind 
a  shift  of  milk  to  higher  price  inarkets,  notably  to  New  York.   Through 
these  changes,  our  surplus  shifted  to  a  position  from  where  in  October 
it  -.'vas  two  points  above  last  year  to  ^.vhere  in  April  it  was  15  points 
below  last  year. 

The  present  situation  is  such  that  those  offering  milk  belovj' 
the  established  price  in  the  market  are  having  considerable  difficulties 
in  paying  competitive  prices  in  the  country. 

If  New  England  is  to  follow  this  price  policy  which  requires  a 
low  surplus,  sufficient  milk  in  New  England  is  not  likely  to  be  produced 
to  supply  both  the  milk  and  cream  needs,  for  it  is  only  by  maintaining 
low  surpluses  that  price  cutting  .can  be  eliminated  under  a  system  where 
agencies  offer  milk  in  the  market  under  the  established  price  in  order 
to  move  their  iftilk  as  fluid  rather  than  put  it  in  the  manufactured  class, 

A  system,  Jiovj-evor,  of  selling  milk  which  insures  an  adherence 
to  es-fcablish  fluid  milk  prices  and  a  fair  apportionment  ,of  cream  among 
those  agencies  having  milk  for  Sale,  will  mal:e  it  easier  for  New  England 
to  produce  its  cream  requirements,  and  if  all  agencies  can  pla.y,  a  large 
part  of  the  cream  cdn  bo  produced  at  a  cost  per  unit  bolov;-  what  it  would 
bo  if  milk  for  fluid  milk  purposes  only  vras  produced.  I  believe  that  I 
have  brought  home  to  the  group  here  the  importance  of  price  policy  upon 
the  production  prograjn.       ■   •  • 
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Taking  up  the   second  partj   that   is,    the   question  of  Board   of 
Health  requirements  as  a  factor   in  the  production  program,    I  think  it 
can  bo  truthfully  said  that  in  the.  long  run,   the  question  of  producing 
milk  for  the   cream  market   depends  upon  the  Health  Departments   of  cities 
in  vj-hich  we   sell  product  requiring  the  same  high  standards  for  milk 
used  as  creom^  as  they  do   for  mdlk  usod  as  fluid  milk.      In  our  ovm  produc- 
tion territory,   this  requirement  has  boon. enforced,   but  in  territories 
from  virhich  competing  product  has  come  during  the  past  few  years  in  the 
middle  v^ostern  states,   this   requirement  has _ not  been  enforced.      Previous 
to  Boston  excluding  western  cream,   the  practice  has  been  for  the  Boston 
Board  of  Health  to   accept  certification  by  the   local  health  authorities 
in  territory  from  which  the  cromn  came  that   sanitary  requiremonts  had 
been  met.      It  is  not  at  all  difficult  for  cream  shippers  to  get  these 
■  certifications  and  there  is  no  question  but  what  conditions  under  v;hich 
this  cream'  has  boen  produced  in  the  mid-west  do  not  meet  the  high 
standards  of  requirement  enforced  by  the  Boston  Board  of  Health  in  our 
Now. England  milk  shod. 

Something  over  a  year  ago  when  our   production  v/as  naxming 
heavy  and  butter  prices  lovj',   t/g  asked  the  Boston  Board  of  Health  to 
exclude  wostcm  cream  as   long  as  vie  had  sufficient   product   in  our  own 
territory  to   supply  the  market.     As  a  result,    on  February  15th,    1930, 
they  withdrew  all  permits  allowing  western  cream  to  be  sold   in  the  city 
of  Boston,     As  a  result,   M^e  saw  an  improvement   in  our  cream  price  and 
mid-western  shipments  of  creai?.  which  had  boen  averaging  from  200  to  300 
cans'  a  day  decreased  to  113  cans  a  day  in  March  and  73  cans  a  day  in 
April,     Crearri  that  car:ie  in  was  used  in  cities   outside  of  Boston  proper, 
since  a  number  of  the   large  cities,    such  as  Somerville,   Cambridge, 
Maiden,    etc.,    did  not  follovir  Boston  in  excluding  the  western  product. 
This  was  one  of  the  difficulties  we  were  up  against  during  the  year. 
Another  one  was  the  fact  that  at  least  one  of  the   large  cooperative 
creameries  with  direct  city  outlets  that  was  follovj-ing  the  policy  of 
selling  milk  short  and  buying  cream  outside,  was   interested  in  buying 
cream  as  cheap  as  possible  and  as   a  result  brought   in  large  amounts   of 
western  cream.      In  December  1930,  this   some  group  went  to  the  Mayor  of 
the  city  of  Boston,    stated  that  if  he  was  allowed  to  buy  western  cream 
that  he  could  give  the  consumer  a  cheaper  product,  and  as  a  result,  the 
Board  of  Health,    at  the  request  of  tlie  fcyor,    issued  a  ruling  under  -vvhich 
any  operator  -\fjho  had  sold  all  the  product  from  his  ovm  producers  could 
bring  in  v;estern  cream  vfithout  cleaning  up  the  New  Engl^xnd  supply.     Jhis, 
of  course,   practically  meant  that  western  cream  vms  no  longer  excluded, 
and  whoreas   in  November  and  December,    receipts  of  vrostom  cream  had  been 
averaging  about  70  cans  a  day,    in  January  they  jAjTpod  to   129  cans  a  day, 
February,   March  and  April,    around  350   cans,    and  May  450  cons  a  day,   at 
\Thich  point  receipts  wore  three  times  greater  than  in  Hay  the  previous 
year  when  Boston  was   excludir^  western  cream. 

At  the  present  time  our   crcoin  market   is  oxcoedingly  rroak,    crGom 
being  (sfforod  from  x'/estorn  points  at  about  .flO.OO  per  can.     This   is  the 
price  TJ-hich  our  local  creom  mist  meet  in  the  iTLarkct, 
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Last  year  tho  Boston  Bon.rd  of  Hoalth  also  issued  a  ruling  that 
all  nir-  sold  for  cream  purposes  in  Boston  must  be  froir.  nilk  delivorod 
daily'and  separated  at  nilk  plants.   Sono  oxcoptions  to  this  ruling  have 
been  made,  but  there  are  indications  that  in  the  long  run,  this  ruling 
will  bo  enforced.   One  of  the;  purposes  back  of  the  ruling  of  the  Boston 
Borrd  of  Health  was  to  require,  crean  from  western  points  to  coma  from 
whole  milk  sections.   There  are  indications,  however,  that  as  far  as 
these  requirements  arc  concerned  on  western  crccja  that  they  have  not 
been  enforced. 

The  Boston  Board  of  Health  has  indicated  by  statements  made 
that  thoy  would  welcome  a  central  agency  7;hich  would  handle  the  prob- 
len-.of  Brocuring  the  cream  requirements  for  tho  Boston  market,  and  the 
ability  of  such  central  agency  to  operate  will  have  a  very  material 
effect  upon  the  production  progra:-  for  the  Now  Englcjad  territory.  Such 
central  agency  must  not  only  hraidle  tho  question  of  supplying  crcaia  to 
th-  Boston  market,  but  also  hnndlc  tho  problem  of  maintaining  fluid  nilk 
prices  on  a  fair  basis  .and  eliminate  the  offering  of  milk  on  a  basis  of 
its  return  as  cream,  thus  nr.king  the  percentage  of  surplus  carried  by 
different  agencies  of  less  ijnportanco  as  a  factor  in  maintaining  fluid 
milk  prices  in  the  market. 

At  the  orescnt  time,  the  problem  of  supplying  cream  to 
southern  Kow  Englond  markets  appears  to  be  marking  tine  with  considerable 
uncertainty  as  to  which  vray  the  turn  will  go,  the  progrtun  depending  a 
great  deal  upon  the  price  policy  followed  and  the  attitude  of  Boards  of 
Health  in  our  southern  Nov/  England  markets. 
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Discussion  hj 

I.   G.   Davis 

Head  of  Agricultural  Economics,  ComiGcticut  Agricultural  College 


We  should  for  the  present  produce  dairy  products  whoroTer  men 
can  live  bettor  thereby  than  they  can  in  any  other  -firxy.      In  this  depres- 
sion it  means  that  many  producers  costs  arc  extremely  low.   They  work 
their  capital  for  nothing  and  turn  in  the.. depreciations  for  good  measure. 
This  is  better  than  starving  in  the  city. 

Farmers,  however,  who  plan  to  stay  in  the  game  must  figure 
depreciation  and  interest  as  costs  and  if  they  are  so  constituted  or  so 
situated  that  they  cannot  got  thoir  costs  back  in  their  view  of  the  long- 
time outlook,  they  should  seize  the  first  opportunity  to  get  into  something 
better.   They  i.iustii»t  forget,  however,  that  they  get  a  lot  off  their  farm 
besides  money.   IVlany  are  so  situated  and  it  is  the  job  of  land  utilization 
research  to  help  them  identify  themselves.  This  type  of  research  should 
be  prosecuted  vigorously. 

Many  others  would  live  well  if  they  had  an  adequate  sized 
business.   They  too  should  be  helped  to  identify  themselves  or  their 
situations -as  of  this  class.  They  should  be  encouraged  to  produce  more 
milki   In  short,  many  farmers,  where  costs  must  always  be  high  ought  to 
eventually  go- out  of  business.   Others  ought  to  produce  more  milk.   Both 
should  be  helped  to  identify  themselves.  Any  production  policy  which 
doesn't  make  this  discrimination  but  attempts  flat  rates  or  reduction  of 
the  volume  of  output,  is  measured  uneconomic,  and  will  be  only  a 
boomerang. 

There  are  many  soils,  regions,  and  farms  in  southern  New  England 
which  caji  produce  milk  at  low  cost.  These  farms  can  and  will  produce 
milk  for  southern  Now  England  markets,  in  competition  with  any  areas  in 
the  East,  as  long  as  they  vdsh  to.   There  are  other  regions  v/hich  were 
marginal  at  1929  prices  and  they  certainly  are  in  the  depths  of  sub- 
marginality  now.   They  need  to  be  identified  and  eased  out  of  thoir 
misery.   It  is  a  slow  process  at  the  best. 

Southern  New  England  has  a  tremendous  advantage  in  its  nearness 
to  market.  A  dealer  who  buys  at  a  distance  leaving  a  volume  of  unsold 
milk  near  the  market  is  in  much  the  same  position  as  a  general  who 
marches  to  invade  a  new  territory  and  leaves  an  undefeated  army  on  his 
lines  of  communication.  ,  I  developed  this  point  of  view  at  Kingston  last 
year.   It  makes  for  a  real,  although  slowly  decreasing  price  differential 
over  and  above  the  costs  of  movement,  deterioration,  and  marketing. 
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Southorn  New  England  should  aim  o.s  far  as  possible  to  produce 
fluid  milk  only.   The  price  structure  and  extension  education  should  con- 
tinue to  wipe  out  seasonal  surpluses. 

Southern  Now  Engl.md  should  produce  most,  if  not  all,  the  fluid 
milk  for  its  cNn   needs  outside  the  Metropolitan  Boston  area.   To  do  this 
it  should  stimulate  larger  businesses  in  the  areas  of  low  cost  production 
and  attempt  to  realize  the  groat  possibilities  of  reducing  costs. 

Along  this  lino  I  would  like  to  call  jrour  attention  to  a  bulletin 
just  being  released  by  our  station  dealing  vjith  labor  efficiency  in  plant- 
ing and  harvesting  on  dairy  farms  and  the  possibilities  for  reducing  labor 
costs  which  it  reveals. 

E^rontually  all  our  markets  must  bo  served  by  those  producers 
who  can  supply  them  quality  service  and  other  factors  being  considered  at 
the  lowest  cost.   Many  of  these  oth^r  factors  are  intangible,  and  difficult 
to  appraise.   They  are  real  and  important.  -They  are  a  part  of,  hox'ircver, 
and  not  in  contradiction  to  the  general  statement  above, 

Neither  associations  nor  governments  can  in  the  long  run  serve 
their  farmers  by  attempting  to  interfere  with  the  play  of  competitive 
forces  ond  the  adjustments  to  production  that  result  from  long  run  com- 
petition, 

I  have  never  been  able  to  believe  for  instance  that  the  so-called 
embargo  by  the  State  Department  of  Dairy  and  Food  Products  in  Connecticut 
on  the  importation  of  milk  into  Comiecticut  would  stand  if  it  did  not 
coincide  with  the  competitive  situation  in  general  short  run  competition. 
Th.^  destructive  cut  throat  competition  of  seasonal  surpluses,  hov>rever, 
should  be  definitely  the  object  of  control  by  cooperative  agencies.   Such 
control  is  in  the  interest  of  -producer  and  consumer  alike, 

I  would  like  to  say  a  word  about  methods  of  achieving  a  pro- 
duction program. 

The  dairy  committees-  of  the  various  Connecticut  counties 
decided  to  base  their  dairy  production  programs  on  facts.   A  survey  was 
made  on  about  850  farms  or  appro-ximately  100  tovms  per  county.  Methods 
were  used  to  secure  rcproscntativo  scjnpling.   The  data  secured  included 
estimates  of  practically  all  pertinent  facts  with  relation  to  the 
m-anagcmont  and  o-peration  of  the  dairy  business,   Thoso  facts  wore 
tabulated  and  subjected  to  some  anp.lysis.   Then  the  progrcjn  building  began. 
The  dairy  committees  made  up  of  the  best  dairy  farmers  in  each  county  had 
becomo  keenly  interested  in  their  project.   There  v/crc  from  15  to  25  dairy 
farmers  on  each  county  committee.   They  represented  the  active  leadership 
in  the  county  and  wore  men  of  ability.  County  by  county  they  c.jnc  into 
the  college,  put  up  at  a  hotel  for  a  period  of  throe  days,  and  concentrated 
their  attention  on  an  analysis  of  the  business  problems  of  their  industry 
and  the  formulation  of  the  program.   In  formulating  these  programs  they 
had- before  them  not  only  the  facte  of  the  survey  but  all  available  perti- 
nent facts  v/ith  relation  to  tho  economic  condition  of  their  industry. 
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sales  problems,  the  trend  of  m-.rkot  demand  caid  the  status  and  trends  of 
the  competitive  situation.   Taking  these  facts  the  farmer  committee  wrote 
and  published  a  bulletin  setting  forth  the  essentials  of  a  dairy  program 
for  their  county,   I  havo  7  of  the  8  county  bulletins  with  me.  An 
examination  of  them  will  reveal  how  differently  the  committees  approached 
the  problem.   I  have  ^Iso  the  figures  for  the  survey  for  each  county  of 
the  state,   I  shall  be  glad  to  make  them  available  for  inspection. 

I  have, but  one  further  observation  to  make:  whatever  the 
colleges,  farm  bureaus,  cooperative  selling ■ agencies,  and  purchasing 
agencies  may  say,  the  production  program  for  the  Nc;f  Engl.':'xid  dairy 
industry  is,  in  fact,  nothing  more  than  the  sum  total  of  the  decisions  of 
the  dairy  farmers  of  New  England  as  they  are  carried  into  effect  by  those 
farmers.   Lot  us  not  delude  oursclyes  into  thinking  that  what  vro,  or  any 
one  .like  us,  says  or  formulates  is  of  any  effect  except  insofar  as  it  is 
translated  into  action  by  men  who  have  come  to  their  oi^Jn;  conclusions  on 
the  basis  of  the  preva.iling  fact,  sentiment,  and  whatever  other  forces 
influence  their  decisions. 
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A  PRODUCTION  PROGRJ^Ji  FOE  THE  NEV'?  ENGIAITO  DAIRY  INDUSTRY 
Discussion  from  VieYJ-point  of  Maine 
D.  ^r'.   Reed 
Extension  Economist,  Maine  Extension  Service 


The  outstanding  feature  which  must  be  considered  in  a  discussion 
of  a  dairy  production  program  for  Maine  is  the  decline  in  the  last  25 
years.  Dairy  cov>r  numbers  as  shovm  by  census  figxires,  are  lower  than 
during  any  census  year  as  far  back  as  1850.  Estimates  January  1  of  each 
year  by  the  Division  of  Crop  and  Livestock  Estimates,  Bureau  of  Agricul- 
tural Economics,  U.  S.  Department  of  Agriculture,  show  a  constant  decline 
until  1929  since  the  high  point  of  1920  which  was  not  as  high  as  the  one 
of  1906,  Heifers  from  one  to  two  years  old  have'  shovm  yearly  increases 
for  Un   years  and  farmers  began  to  increase  the  number  of  heifer  calves 
saved  in  1929.   The  cycle  has  reached  the  lovv^  point  and  is  definitely  on 
the  upward  trend. 

Not  only  do  numbers  of  cows  indicate  a  decline  but  receipts  of 
milk  from  Maine  at  Boston  shov,r  a  consistent  yearly  decrease  of  over  50 
per  cent  since  1921.   In  1921  Maine  shipped  22,000,000  quarts  of  milk  to 
Boston.  Shipments  in  1930  amounted  to  10,000,000  quarts.  Cream  shipments 
to  Boston  have  also  declined  although  not  as  much.   In  1921  they  amoimted 
to  41,000,000  quarts  and  36,000,000  in  1930. 

Before  looking  into  the  future,  it  may  be  interesting  to 
discuss  the  factors  v^-hich  contributed  to  the  peaks  of  1906  and  1920  and 
the  loiv  points  of  1912  and  1929. 

Prior  to  1900  there  was  little  opportunity  to  sell  ajiything  but 
farm  butter.  Early  in  the  20th  century.  Turner  Center  began  shipping 
cream  for  table  and  ice  cream  purposes.   Several  other  progressive 
creamery  men  developed  a  similar  market  for  sweet  cream.   This  new  market 
increased  cow  nxmibers  to  the  highest  point  in  the  history  of  the  state. 
Ice  cream  manufacturers  soon  found  a  way  of  using  svreet,  unsalted  butter 
in  their  industry.   This  new  development  resulted  in  a  lower  price  for 
cream  and  precipitated  a  decline  from  the  overexpansion  of  1906.  A  price 
decline  caused  many  to  turn  to  other  enterprises,  especially  the  cutting 
of  pulp  to  supply  the  growing  demand  of  a  paper  industry. 

From  the  lov^r  of  1912  to  the  high  of  1920  yearly  increases  in 
numbers  followed  a  steadily  increasing  price  for  dairy  cows  and  a  demand 
for  milk  which  increased  v/ith  the  war  developments. 
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The"  dbi'mward  trend  6f  the  last  ten  years  is  rather  difficult 
to  explain  because  of  the  many  contributing  factors  which  it  is  impossible 
to  evaluate,  prior  to  192.0  Maine .  enjoyed  a  preferential  freight  rate  in 
the  form  of  a  leased  car .system,  the  Interstate  Commerce  Commission 
abolished  the  system  and  later  put  into  effect  regulations  which  gave 
equal  rates  to  all  New  England.  Milk  shipments  declined  and  Maine  lost  a 
daily  railroad  sei-vice  which. was  not  restored  until  the  spring  of  1929,, 
During  that 'time  Vermont  made  an  active  bid  for  a  place  in  the  Boston 
market.  Since  1921  'feine  shipments  have  decreased  one-half  and  Vermont 
shipments  have  more  than  doubled.     '  ■ 

the  selling  policies  of  cooperative  creameries,  the  lack  of 
other  profitable  enterprises  and  iihe  relatively  good  prices  received  in 
comparison  to  those  paidf  or  milk  to  be  used  in  the  manufacture  of  butter 
and  cheese,  has  encouraged  Vermont  farmers  to  increase  co'^-;  numbers  so 
that  the  downward  trend  from  1923  -  1929  in  Vermont  was  not  nearly  as 
pronounced  as  in  Maine,  Massachusetts  and  New  Hampshire,  the  other  New 
England  states  supplying  the  Boston  market. 

During  the  last  decline  in  co^v  numbers,  Maine  dairymen  were 
unfortunate  in  that  a  large  proportion  of  their  products  v^ere   sold 
through  the  Turner  Center  System  at  a  price  generally  below  the  composite 
N.E.M.P.A.  price.  Turner  Center  was  reorganized  late  in  1928  and  enough 
stock  purchased  by  the  Hood  Company  to  control  the  organization,  the  new 
turner  Center  System,  Incorporated,  continued  to  pay  a  low  price  until 
February  1930  when  the  N.E.M.P.A.  brought  enough  pressure  to  bear  so  that 
now  the  Hood  and  turner  Center  price  are  the  same. 

An  aggressive  roadbuilding  program,  a  wood  business  which  has 
been  relatively  profitable  until  within  the  last  two  years  and  a  demand 
for  labor  by  a  groviring  summer  population,  cut  into  the  dairy  industry. 
Good  roads,  cheap  automobiles  and  winter  snow  removal  brought  dairymen 
nearer  urban  employment. 

'Vith  health  regulations  practically  ovor-ridden  because  of  poor 
management  on  the  part  of  New  England  dairymen,  western  cream  is  hero  to 
stay  at  lower  prices  than  have  prevailed  in  the  past,   the  market  for 
farm  butter  is  gradually  disappearing,  although  here  and  there  throughout 
the  state  Maine  dairymen  are  still  selling  it  to  satisfied  customers  for 
as  high  as  50  cents  a  povmd. 

Speaking  for  the  Maine  Extension  Service,  the  policy  vio   are 
urging  dairymen  to  adopt  consists  of  economically  producing  milk  for  the 
agencies  in  Somerset,  Kennebec,  Waldo,  FranJclin,  Androscoggin,  Cumberland 
and  Penobscot  Counties  vjhich  are  buying  fluid  milk.   If  a  price  plan  is 
worked  out  which  will  give  dairymen  within  hauling  distance  of  the 
existing  facilities,  an  even  break  with  other  New  England  dairymen, 
whether  they  be  within  trucking  distance  of  Boston  or  further  away  in 
northern  Vermont,  I  cjiticipate  that  those  farmers  on  good  dairy  farms, 
using  economical  methods  of  production  in  a  commercial  way,  will  expand 
their  business  as  fast  as  the  demand  for  fluid  milk  increases  in 
southern  New  England. 
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I  cannot  speak  as  optomistically  regarding  the  outcome  of  the 
industry  in  the  cream  producing  sections.   The  only  hope  seems  to  be  low 
cost  of  production  and  the  producing  for  sale  to  dairymen  nearer  market, 
quality  cows  for  replacements*  ■  In  some  of  the  areas  with  the  largest 
number  of  cows  per  farm,. an  .opportunity  may  later  develop  to  sell  milk 
through  the  agencies  nov/- buying  cream  and  it  is  p'ossible  that  methods  of 
marketing  can  be  v;orked  out  here  and  there  which  will  give  the  farmer 
selling  cream  more  for  his  product  than  can  bo  realized  through  the 
established  agencies  competing. directly  with  v/estom  cream. 

We  are  urging  the  dairymen  to  hold  on  to  the  market  he  now  has. 
Low  production  costs  and  aggressive  loyalty  to  whatever  little  represen- 
tation hcS'  now  has  in  the  Boston  milk  shed  are  his  only  other  vreapons. 
It  has  been  our  experience  that  ground  once  lost  is  most  difficult  to 
regain  because  country  facilities  and  representation  in  the  imrket  go 
too.  , 

A  few  sections  of  Maine  still  exist  where  the  industry  is  not 
declining  and  where  the  da.irymen  'have  every  intention  of  holding  on  to 
their  market  and  keeping  their  production  costs  in  line  with  those  of 
their  competitors. 
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TENDENCIES  TOWARDS  THE  CONCENTRATION  OF -CONTROL  IN  THE  DAIRY-  ., 
INDUSTRY  THROUGHOUT  THE  UNITED  STATES  AND  NECESSITY  FOR  A  ■■ 
SINGLE  PRICE-MKING  AGENCY  ,  IN  EACH  MILKSHED 

C.  E,  Hough     .   .    ■    ■  : 
General  Manager,  Oonnecticut  Milk  Producers'  Association 


I  can- assure  you  at  the  outset  that -the  length  of  the  title  of 
the  subject  given  me  to  discuss  furnishes  no  accurate  measure?  of  the' 
.length  of  time  I  will  use  in  discussing  it  because  I  intend  to  be  as  ■ 
brief  as  a  fair  presentation  of  the  facts  will  allov;  me.   The.  subject 
presents  one  of  the  most  important  problems  that  we,  as  dairymen,  are 
called  upon  to 'consider  and  we  must  not  allow  prejudice,  ignorance,  or 
shortsightedness  to  prevent  us  from  seeing  the  situation  clearly  and' 
so  guiding  our  actions  that  the  future  stability  and  prosperity  of  the 
dairy  industry  is  assured. 

It  has  been  said  that  the  promotion  of  consolidations  has 
become  one  of  America's  most  profitable  businesses.  New  mergers  are 
being  made  so  rapidly  in  all  lines  of  business  that  it  is  almost 
impcssible  to  present  the  facts  on  any  particular  merger  and  have  them  ■ 
accurate  at  the  time  they  are  presented.  Mergers  are  taking  place  in- 
practically  every  line  of  industry  and  business.  The  attitude  of  the  -  • 
public  has  apparently  done  quite  a  complete  "about  face"  since  the 
Roosevelt  days  of  "trusts"  and  "trust  busting".   There  is  even  a  tendency 
t«day  to  consider  that  our  anti -trust  laws  are  not  liberal  enough,  or 
that  the  Supreme  Court  might  be  more  liberal  in  its  interpretation  of-  .  • 
them,  .It  is  quite  easy  for  most  of  us  to  fall  in  v;ith  that  line  of 
thinking, .  On  the  other  hand  there  are  a  few  politicians,  political 
demagogues  as  well  as  local  crusaders  in  every  community  who  believe 
that  the  Supreme  Court  is  altogether  "too  liberal  in  its  interpretation 
of  ..the  Sherman  Act  and  the  later  Clayton  Act  which  was  intended  to  make 
the  Sherman  .&ct  more  effective.  , 

,The  Supreme  Court  has  been  accused  of  reversing  itself  in.  i.t.s  • 
decisions  in  regard  to  the  anti-trust  laws.   As  such  laws  vfere  intended, 
to  remedy  certain  evil  tendencies  in  our  economic  system  and  as  changes 
in  business  methods  are  likely  to  occur  with  accompanying  changes  in 
public  opinion;  it  was  necessary  that  the  law  be  made  only  general  in 
its  provisions.   It  was  necessary  to  leave  to  the  Supreme  Court,  the 
decision  as  to  how  far  and  in  what,  direction  combinations  of  business 
might  be  made.  A  study  of  the  various  ..decisions  of  the  Supreme  Court - 
indicate  that  the  intent  of  the  law  has  been  carried  out  and  that  the 
necessity  for  a  flexible  law  v>ras  imperative  if  it  were  to  be  effective. 
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The  Court  has  held  that  mere  size,  form,  or  appearance  of  the 
domination  of  an  industry  in  themselves  are  not  illegal  so  long  as  cer- 
tain other  principles  are. not  Tiolated,   The  Court  has  not  attempted  to 
toll  proposed  mergers  what  they  can  do,  but,  through  the  various  deci- 
sions, has  clearly  stated  the  things. that  any  business,  merger,  or  other 
combination  of  business  must  not  do. 

The  Department,  of  Justice  has  been  and  is  today  unceasingly 
vigilant  to  discover  combinations'  in  restraint  of  trade  and  the  use  of 
unfair  and  illegal  methods,  to  suppress,  competition,  .  or  of  any  other 
business  practice  that  the  Court  considers  to  be  in  contravention  of  the 
law. 

1'Ih.at   are  the  forces  back  of  this  piling  up  of  one  merger  upon 
another,  which  is  effecting  nation-wide  consolidation  of  both  similar  as 
well  as  apparently  dissimilar  types  of  business?   It  is  easy  to  under- 
stand how  tviTO  or  more  automobile-manufacturing  concerns  could  merge  to 
their  mutual  advantage;  but  it  is  more  difficult  to  see  the  connection 
between  such  unlike  products  as  synthetic  lumber  and  sugar  in  one  merger; 
or  matche's,  lumber,  prunes,  toys,  and  queen  bees  in  another* 

I  have,  for  years,  been  impressed  with  the  duplication  of 
equipment  and  energy  used  in  the,  distribution  of  milk  in  our  cities. 
Peddling  milk  as  a  boy  in  New  Haven  over  forty  years  ago,  I  realized  ho^v 
much  could  be  saved  if  my  employer's  deliveries  could  be  confined  to  a 
few  blocks  close  together  rather  than  scattered  over  a  wide  area  with 
many  other  milkmen  covering  practically  the- same  ground  that- I.  did.  As 
I  grew  up  and  Eventually  engaged  in  mercantile  affairs,  I  found  this 
situation  to  be  true  in  almost  every  line  of  business,  and'ths  public 
pays  the  bill.  But. I  was  taught  that. "competition  is  the  life  of  trade" 
and  that,  no  matter, how  vicious  competition  was  in  itself,  or  how  much 
it  cost  the  public;  wo  must  have  competition, '  Times  have  changed, 
however,  ' 

"  .  ,    ,  .1  would  at  this  point  draw  some. distinction  between  the  early 
^'trusts",  which  vrere  organized  with  the  idea  of  stifling  competition 
through  unfair  and  illegal  means  • -and  through  monopoly  control,  securing 
profits  that  were   excessive  and  unreasonable;  and  present  day  mergers 
and  the  reasons  for  their  formation,        ■■  . 

In  contradiction  to  the  o.ld  "trust"  theories,  modern  business 
men  have  found  it  both  possible  and  profitable  to  pay  high  wages  and 
sell  their  products  at  low  prices.   These  things  can  be  accomplished  by 
inaugurating  highly  efficient; production  methods  and  the  cutting  down  of 
cpsts. 

In  many  industries,  we  find  that  there  have  been  times  of 
relatively  high  profits  and  consequent  overexpansion.   Changing  methods 
of '  production,  or  processing  have  made '  obsolete  m.ony  manufacturing 
establishments,  which  the  owners  are  unwilling  to  discard.   These 
obsolete,  or  unnecessary  plants  continue  to  operate  neither  to  the 
advantage  of  themselves  nor  society  sino<S  their  costs  of  production  are 
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too  high  to  allow  for  profits  and  since  they  usually  operate  on  a  low 
wage  scale.   Mergers  in  an  industry  are  generally  large  enough  and  rich 
enough  to  buy  up  and  junk  such  plants.   The  present  tendency  of  a  com- 
pany that  wishes  to  expand  is  not  to  build,  but  to  buy  out,  or  merge 
with  good  plants  already  existing  and  thus  prevent  unnecessary  duplica- 
tion of  manufacturing  capacity  in  that  particular  field. 

There  are  many  other  reasons  for  the  formation  of  mergers, 
which  relate  to  such  things  as  patents,  finance,  sales  forces,  advertis- 
ing, etc,  but  these  can  be  simmered  down  to  be  included  in  reduced 
production  and  distribution  costs  with  the  greatest  possible  extension 
of  the  market. 

All  mergers  are  not  successful,  hov^ever,  as  success  requires 
not  merely  size,  but  efficient,  intelligent  management  with  long-time 
policies  carefully  worked  out  in  advance.   Many  mergers  have  failed  for 
one  reason,  or  another  and  have  been  absorbed  by  other  mergers. 

Now  to  get  down  to  my  real  text.  Ylhat  of  mergers  in  the  dairy 
industry?  ■  I  hcvo  watched  for  some  years  with  much  interest — and  I  might 
say  not 'without  some  apprehension  on  my  part — the  rolling  up,  not  ,as  one 
■  big  snowball  is  rolled  up,  but  rather  like  the  rolling  up  of  many  snow- 
balls and  then  adding  them  together  so  that  they  take  definite  form,  of, 
various  dairy 'manufacturing  and  distributing  concerns  throughout  the 
United  States  and  Canada,  into  three  principal  consolidations,  or 
mergers  and  two  others  assuming  considerable  prominence. 

Of  the  "Big  3",  the  Borden  Company,  which  was  incgrporated  in 
1899  as  the  Borden  Condensed  Milk  Company,  and.  the  National  Dairy 
Products  Corporation,  incopporated 'in  192'3,'  are  ithe  largest  and  most  pro- 
minent. Both  of  these ■ companies,  through  their- various  subsidiaries 
scattered  pretty  well  over  the  entire  United  States  and  Cs.nada,  are 
engaged  in  the  wholesale  and  retai 1  distribution  of  milk,  cream,  butter, 
and  the  various  other  milk  by-products  incidental  to  the  most  efficient 
use  of  ail  of-  the  ravi   product — milk. 

Eadh  of  these  companies  is  approaching  the  hundred' mark  in, the 
number  of  subsidiaries.   Each  employs  over  30,000  people  and  each/ 
exceeds  $TOO,000,000  a  year  in  sales  volume*  Both  of  these  organizations 
have  used' keen  business  judgment  in  selecting  the  units  which  they  have 
bought.  Most  of  these  plants  are  operated,  as  separate'  ajid  independent 
units  while  others  are  merged  to  make  for  greater  efficiencies.  Where 
two,  or  more  plants  are  located  in  one  market  and  operate  as  separate 
units,  some- departments,  such  as  bookkeeping,  or  inspection  service,  may 
be  merged  to  effect  economies  and  standardize  practices. 

The  othsr  one  of  the  "Big  3"  is  Beatrice  Creamery  Company, 
incorporated  In  1924  in  Delaware,  to  take  over  all  assets  of  Beatrice 
Creamery  Company  of  Iowa.   The  products  principally  handled  by  this  com- 
pany include  cream,  butter,  milk,  eggs,  and  dressed  poultry.   Most  of 
the  butter  and  other  products  are  sold  direct  to  grocers,-  hotels,  and 
restaurants, • but  in  some  sections,  sales  are  made  direct  to  cpnsumers. 
The  Beatrice  Company  has  expanded' very  rapidly  in  the  past, few  years;  its 
1929  sales  volume  exceeding  83  million  dollars. 
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I\vo  other  consolidations  have  also  been  expanding  rapidly,  one 
in  the  East-  and  Southeast,  and  the  other  in  the  Northwest.   One  of  these, 
the  United  States  Dairy  Products-  Corporation  of  Philadelphia,  last  year  ■ 
acquired  fifteen  new  units  having  a  sales  volume 'of  av'o):   eight  million' 
dollars.   This  organization  has  been  operating  principally  in  New  York, 
New  Jersey,  Virginia,  Tennessee,  and  Florida,  and  is'  now  planning  to  '  ^ 
extend  its  operations.   The  Western  Dairy  Products  Company  of  Seattle, 
Washington,  confines  its  activities  to  the  Northwest,  but  has  been  quite-   ■ 
active  in  adding  units  to  its  system. 

What' effects  are  these  hugh  combinations  having  on  the  dairy 
industry?  ^Vhat  are  their  aims  and  policies?  lAfhat  are  their  attitudes 
tovrard  us  as  producers  and  toward  the  public  to  whom  our  milk  ultimately 
goes?   To  what  extent  does  the  local  management  determine  their  oi/vn 
policies  and  what  factors  influence  the  determination  of  these  policies? 
What  are  the  factors  that  influence  the  determination  of  policies  that 
emanate  from  the  main"  off ice  of  the  parent  organization? 

It  must  be  remembered  that  the  set-up  of  a  dairy  merger  is  not 
vastly  different,  from,  that  ,o,f  any  other  national  merger.   The  stock 
holders  are  in.'all  walks  of  ..life,  .  Comparatively  few  of  them  have  any  ■ 
first-hand  knowledge,  or  interest  in  the  business  in  ivhich  their  money 
is  invested.   They .are  interested  in  the  business  solely  upon  the  history 
of  the  business'  as  a  good  investment  and  they  expect  profits^. '  The 
investors,  especially  the  ..larger  ones,  are  constantly  exerting  pressure 
on  the  management  of  the  merger  for  more  profits.  ■  ' 

In  a  radio  address  a'  few  months  ago  'over  a  coast-t;o-coast 
hook-up,  Mr,  Thomas  H.  Mclnnemey,  President  of  National  Dairjr  Products 
Corporation,  expressed  his  feeling  of  responsibility  in  the  management 
of  his  company  to  four  groups  of  people;  i.e.  the  producers  of  milk  on 
the  farms,  the  consumers  of  milk  and  dairy  products  wherever  their  markets 
extend,  the  stockholders  in  the  company,  and  the  thou-sands  of  employees 
of  the  company.     .   '  '     ...     ... 

In  an  address  before  the  convention  of  the  Nafional  Cooperative 
Milk  Producers'  Federation  at  Des  Moines,  Iov;a,  November  8, ''1930, 
Mr.  Mclnnerney  made  the  following  declarations  of  the  policy  of  his 
company: 

"To  maintain  the  .dairy  industry  'on  a  profitable  basis  for  • 
producers,  distributors,  and  manufacturers  is  a  great  economic 
problem  and  a  challenge  to  those  engaged  in  the  industry.   The 
dairy  industry  cannot  develop  and  stand  on  a  basis  which  is  '  ■ 
unprofitable  and  unsatisfactory  to  those  engaged  in  it," 

**************** 

"Collective  bargaining,    in  fhe   sale  'of  raw  material   Is' 
sound   and   is  always  vrolcomed  by  fair-minded   private  business. 
Cooperative  bargaining  associations   of  farmers   should  be 
sustained.      The  farme'r   is   entitled  to  a  fair  price  for 'his 
milk.      The  public   must  have   this  food   at  a  fair  price,'  which" 
includes  not   only  fair  cost  of  milk,   but   fair  cost  of  plant 
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"As  P.  representative  of  private  enterprise  in  the  dairy- 
products  field,  publicly  OT/vncd  by  more  than  thirty-five 
thousand  stockholders,  I  am  in  favor  of  any  method  of  produc- 
tion, manufacture,  or  distribution  of  dairy  products  which 
will  best  serve  the  public  and  at  the  same  time  give  the  best- 
return  to  the  primary  producer,  the  farmer." 

"The  problem  of  surplus  milk  has  always  been  an  impor- 
tant factor  in  influencing  the  price  level  of  milk  to  the 
producers.  We  all  recognize  this  problem  of  svirplus  milk 
which  is  sold  as  fluid  milk  and  milk  entering  into  manufac- 
ture of  dairy  products.   One  of  the  thoughts  in  connection  , 
with  the  organization  of  the  National  Dairy  Products  Corpora- 
tion was  that,  by  developing  a  large  corporation,  including 
manufacturing  and  distributing  branches,  that  it  would  be 
possible  through  statistical  data  of  the  industry  to  turn  the 
surplus  milk  into  the  more  profitable  channels  to  the  benefit 
of  the  industry," 

"It  is  true  that  the  size  of  this  private  organization 
has  enabled  us  to  effect  many  savings  which  otheni'/ise  would  be 
impossible;  and  despite  the  fact  that  our  organization  is  one 
of  the  greatest  distributors  of  dairy  products  in  the  world, 
we  have  only  a  small  percentage  of  the  entire  milk  output  of 
the  country,  scattered  as  it  is  over  the  entire  length"  and 
breadth  of  the  land,  and;,  therefore,  our  size  cannot  possibly 
be  considered  pr'e judicial  to  public  intei'esti   In  the 
organization  of  this  corporation  it  was  th"e  purpose  of  its 
founders,  through  the  use  of  capital,  to  cut  down  distribu- 
tion costs  by  increasing  volume;  to  reduce  the  mn-rgin  of 
profit  per  unit;  but  still  to  make  such  an  aggregate  profit 
through  volume  as  would  moke  the  business  profitable,  of 
service  to  the  public  and  of  real  benefit  to  the  farmer," 

"in  the  matter  of  sales  promotion  extending  the  demand 
for  dairy  products,  it  may  interest  you  to  know  that  our 
corporation,  last  year,  spent  jj; 6, 000, 000  in  advertising, 

"The  National  Dairy  Products  Corporation  desires  to  co- 
operate in  every  legitimate  way  with  the  farmers  in  stabiliz- 
ing tkhe  market,  and,  to  cooperate  vrith  the '  producers  in 
increasing  the  pcr-capita  consuitption  of  milk.   I  have  come 
here  becauso  our  corporation  is  interested  in  and  is  ready  to 
cooperate  with  producers  in  stabilizing  the  dairy  industry  so 
that  those  engaged  in  it  may  receive  a  fair  return  on  their 
investment  and  a  reasonable  return  for  their  labor,   I  urge 
that  we  viTork  together  continuously  to  solve  these  problems  so 
that  the  result  may  be  to  the  benefit  of  the  whole  dairy- 
industry." 
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Mr.  A.  W.  Milburn,  President  of  the  Borden  Company,  at  the  same 
meeting  made  the  follovjing  statements  in  regard  to  the  policies  of  his 
company: 

"The  Borden  Company  bclioTes  so  thoroughly , in  the  funda- 
mental soundness  of  dealing  with  cooperative  associations  that 
it  is  vdlling  to  make  materiel  temporary  sacrifices  if  they 
will  load  to  permanent  benefits  to  both  the  compair^r  and  the 
cooperatives,   ^t  must  be  reasonably  sure,  however,  that  these 
sacrifices  will  not  bo  in  vain.   That  each  of  the  existing  co- 
operatives, as  vroll  as  any  others  that  may  follow,  will  be 
permanently  successful  is  earnestly  to  bo  desired,  but 
investments,  commitments,  and  contractual  relations  must 
necessarily  bo  entered  into  v.'ith  usual  business  caution  by 
both  parties. 

"I  could  mention  numerous  instances  in  which  the  Borden 
Compcjay  has  gone  to  groat  lengths  in  increasing  investment  and 
in  undertaking  opftrations  where  the  actuating  motive  was  to 
aid  and  strengthen  cooperativo  organizations.  Right  here  let 
it  be  said  in  all  fairness,  that  we  have  in  turn  received  fair 
and  considerate  treatment  at  the  hands  of  cooperatives  at 
times  when  we  have  had  difficult  problems  to  meet," 

**J|!**  ********** 

"Again,  thu  business  corporation  must  earn  a  reasonable 
return  on  its  investment  and  reasonably  satisfy  its  thousands 
of  stockholders  if  it  is  to  continue  to  be  of  service  and 
procure  the  necessary  new  capital  for  its  normal  groivth  and 
development," 

This,  in  brief  form,'  is  a  statamont  of  the  policies  of  the  two 
largest  of  the  dairy  mergers.  The  nature  of  the  product  which  they 
handle,  the,  size  of  the  orgojiizations,  their  financial  strength,  and  tho 
character  and  ability  of  the 'officers  of  these  mergers  indicate  to  us 
that  they  are  here  to  stay  and  for  us,  as  producers  of  nilk,  to  doal 
vrith. 

"These  mergers  arc  well  manned.   They  have  selected  the  finest 
t-alent  available— financial  exports,  legal  experts,  technical  experts, 
scientists,  and  economists — to  keep  thorn  properly  informed  in  every 
dopartmont  of  thoir  operations.   They  are  at  all  tines  well  informed  on 
market  conditions,  supply  raid  demand,  and  trends  in  tho  industry.  They 
have  intimate  knowledge  of  the  markets  and  supplies  in  nearly  every 
section  of  tho  country.  They  arc  constantly  striving  to  reduce 
unnecessary  costs  and  promote  tho  greatest  possible  efficiency. 

Knowing  these  facts,  should  v;e  think  that  the  producers  in  any 
milk  shed  should  bo  less  well  orgn.nizod,  or  less  woll  informed  than  the 
doalors  to  whom  they  sell  thoir  nilk  if  they  wish  to  retain  the  respect 
and  confidence,  of  tho  dealers  and  maintain  a  parity  in  bargaining  power? 
I  am  sure  we  do  not.   , 
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Picture,    if  you  ^jfill,   the   situr.tion  of  various   groups   in  a 
single  mlk  shed   selling  their  product  to   different  units   of  one   of  tho 
Ir.rge  mergers,    each  group  using  a  different  ncthod   for   determining 
prices,    each  group   seeing  the  market  as    "the    six  blind  men  of  Hindustan 
saw  the   elephant".     With   such  a  picture   in  mind  wo   can  better  understrjid 
the   reasons   for  the   chaos   in  some  milk   sheds   in  various   parts   of  tho 
country, 

I  bolioTc  it  to  be   impcrativo,.    if  we   as  dairymen  are  to  prosper, 
that  the   dairymen  of   sny  given  milk,  shed   should  be  united   in  one 
organization  with  the   responsibility  for  the    sale   of  the  milk  of  the 
area  and  the   determination  of 'prices   in  the  hands   of  a   small  group  of 
men  vrell   qualified   in  milk  marketing,  .  These.me.n  should  keep  constantly 
informed  by  the  use   of  all  available  market   information  in  order  that 
they  may  act  mth  knowledge  and  understanding   in  any  transactions  with 
thsir  customers. 

There   should  be  built  up  within  the  organization,    a  merchandis- 
ing philosophy  that   Should  be  adhered  to   in  lean  years   as  7^11   as   in  fat 
years.      It   is   easy  in  times   of  stress  to  falter  in  our   purpose.     We  must 
be  constcoit   in  our  aims.     We  cannot  demand  that  milk  dealers  be   efficient 
while  we  remain  inefficient.      The   heads   of   both  of  tho  larger  merc;ers 
have   expressed  the  desire  of  their  companies  to  deal  vrith  cooperatively- 
organized  farmers--but  they  also   say  tliat  these   organizations   should  be 
strong,  well  financed,  and   led  .by  men  of   intelligence  and  vision. 

The  v/ay  we   should  go   is   clearly  indicated.      Shall  we  follow 
it,    or   shall  \Te  allovir  ignorance,    prejudice,    jealousy,    and  self ishnoss  to 
bring  us  to  distress  and  poverty? 
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A  PRICE  MTIIIG  SYSTM  FOR  ALL  NM  ENGLAND  DAIRY  PRODUCTS 

W.  P.  Davis 
General  Manager,  New  England  Milk  Producers'  Association 


In  dealing  with  this  question  of  a  rating  plan  for  Ne\T 
England  milk,  I  msh  to  consider  certain  fundamentals  rather  than  to 
suggest  or  recommend  any  specific  plan  of  action,   I  cannot  do  otheirwise 
than  deal  only  with  fundamentals  in  view  of  the  fact  that  there  are  two 
vital  questions  before  the  dairy  industry  of  New  England  today,  hoth  of 
which  have  a  direct  bearing  on  any  rating  plan  virhich  might  be  developed 
and  neither  of  which  have  been  fully  answered  at  the  present  time.   The 
tvra  questions  are  vrhether  or  not  the  central  marketing  agency  plan  will 
develop  promptly  and  satisfactorily  and  whether  or  not  New  England 
adopts  a  policy  of  producing  its  own  cream  as  well  as  its  ovm   milk.  I 
hope  and  believe  that  the  central  marketing  agency  plan  of  action  will 
have  a  fair  business  trial  through  the  development  of  the  New  England 
Dairies,  now  in  the  final  stages  of  its  organization.   The  question  of. 
developing  a  cream  supply  in  New  England  to  satisfy  the  entire  needs  of 
the  New  England  markets  is  one  of  economics,   I  commend  it  to  your  care- 
ful consideration  as  an  economic  problem.  On  its  solution  the  future  of 
the  dairy  industry  in  New  England  will  depend  quite  largely. 

Let  us  first  consider  the  fundamental  purpose  of  a  rating  plan. 
Many  different  forms  of  rating  plans  have  been  developed  in  this. country 
but  all  have  a  common  purpose.   It  is  to  adjust  the  production  of  milk 
to  the  demand  by  placing  the  responsibility  for  the  production  of  excess 
milk  on  the  individual  viho   makes  it.  Without  a  rating  plan  the  burden 
of  excess  production  falls  on  the  industry  as  a  whole  and  the  individual 
i.vho  makes  the  largest  excess  bears  the  least  proportionate  share  in  the 
burden  of  such  excess.   It  makes  no  difference  whether  New  England 
decides  to  furnish  its  oi/m  milk  and  cream  or  to  supply  only  its  milk,  the 
same  fundamental  principle  will  apply.  The  individual  who  can  produce  an 
excess  greater  than  the  excess  of  the  market  as  a  v/hole  can  "beat  the 
game"  so  long  as  the  burden  of  the  excess  is  borne  by  all.   This  would  be 
true  also  under  a  central  marketing  agency  plan  if  no  rating  system  were 
employed  to  adjust  individual  production  to  the  demands  of  the  market. 
There  is  no  question  that  this  opportunity  to  "beat  the  game"  by  producing 
milk  in  excess  of  the  real  needs  of  the  market  has  been  taken  advantage 
of,  especially  during  a  period  when  prices  were  high  enough  to  encourage 
production.   Only  ivhen  prices  drop  to  a  lovir  level  is  there  any  adequate 
check  to  the  individual  production  of  excess  milk.  A  fundamental  need  in 
Nev;  England,  therefore,  whether  we  have  a  central  marketing  agency  or  not 
£ind  whether  or  not  we  furnish  Nevj-  England's  entire  cream  supply,  is  for 
some  form  of  a  rating  plan  which  will  place  th^j  responsibility  for  excess 
production  on  the  individual  who  makes  it.   In  other  words  v;e  need  a 
rating  plan  to  do  away  v/ith  this  opportunity  to  "beat  the  game"  during 
periods  of  good  prices.   It  is  poor  business  for  us  to  allov;  a  condition 
to  continue  which  requires  periodic  intervals  of  low  prices  to  check 
excess  production. 
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There  is  a  wide  seasonal  variation  in  production  of  milk  in 
New  England,  also  a  geographic  distribution  of  this  high  seasonal  varia- 
tion in  production.  Such  a  condition  is  the  natural  result, of  changing 
over  from  butter  production  to  fluid  milk  sales.  V/hen  most  of  northern 
NevT  England  vreis  engaged  in  production  of  milk  largely  for  manufacture 
into  butter  it  was  good  business  to  make  the  greatest  volume  of  the  milk 
on  pasture,  when  costs  were  the  lowest.  Butter  was  a  storable  product. 
A  very,  large  part  of  our  very  uneven  production  is  a  hold  over  from  a 
former  condition.   It  was  sound  then  but  it  is  unsound  now  that  these 
same  areas  are  largely  engaged  in  producing  market  milk,  a  non-storable 
product.   There  are  only  two  vrays  of  bringing  about' a  change  in  this 
situation.   One  is  a  very  wide  variation  inprice,  the  other  is  a  rating 
plan.   It  wpuld  be  possible  to  discoiarage  production  in  June  by  naming  a 
three  cent  price  and  to  encourage  it  in  November  by  offering  a  12  cent 
price,  but  such  a  policy  ^vould  be  highly  disastrous  as  a  marketing  pro- 
position as  you  can  readily  see.   Cons\.unption  of  milk  would  be  greatly 
reduced  during  the  period  of  excessively  high  prices  and  it  would  not  be 
correspondingly  increased  during  the  low  price  period.  MoreoveS*,  such  a 
policy  would  be  a  great  injustice" to  the  dairymen  who  vrere  producing 
fairly  evenly.   The  much  sounder  policy  is  to  keep  the  price  of  market 
milk  as  nearly  even  as  we  can  the  year  round  and  to  encourage  or 
■  discourage  production  by  providing  for  a  much  lovrer  price  for  production 
in  excess  of  the  needs  of  the  market.   The  essential  purpose  of  a  rating 
plan  is  to  bring  about  this  end  by  encouraging  or  discouraging  production 
by  individuals  rather  than  by  grotips. 

Under  the  system  which  has  been  used  for  many  years  in  Ne^;V 
England,  the  producers  supplying  any  one  dealer  or'  any  one  cooperative 
pooled  their  interests  and  all  took  a  common  price,  depending  on  the 
amount  of  surplus  milk  carried  by  such  dealer  or  cooperative.   If  one 
producer  sent  in  approximately  the  same  amount  of  milk  in  June  as  he  did 
in  November  and  another  producer  sent  in  four  times  as  much,  the  even 
producer  had  to  stand  the  burden  of  the  excess  production  of  the  uneven 
producer.   The  only  way  he  could  protect  himself  was  to  become  an  uneven 
producer.   It  was  a  scramble  between  the  producers  supplying  any  one 
dealer  or  cooperative  who  could  produce  the  most  milk,  until  such  time 
as  the  surplus  increased  to  a  point  where  all  vrere  receiving  a  composite 
price  for  their  milk  so  low  that  all  v/eru  inclined  to  curtail  production. 

In  this  process  another  factor  developed  which  has  cost  the 
dairy  farmers  of  New  England  literally  millions  of  dollars.  As  the 
surplus  of  individual  dealers  and  cooperatives  increased  their  competitive 
prices  in  the  country  became  an  important  factor.   In  their  desire  to 
increase  their  price  in  comparison  to  the  prices, paid  by  competing  dealers 
or  cooperatives,  certain  agencies  attom.pted  to  'bring  down  their  surplus, 
not  by  adjusting  production  to  their  sales,  but  by  increasing  their  sales 
of  fluid  milk  by  taking  sales  away  from  their  competitors.   The  surplus 
plan  under  which  large  Boston  dealers  were  operating  thus  lent  itself 
naturally  to  a  parasitic  grovrth  on  the  dairy  industry.  It  was  possible 
for  those  not  operating  on  a  known  price  basis  to  cut  prices  in  the 
market,  increase  their  sales  thereby,  decrease  their  surplus  and  pay  a 
price  equal  to  or  better  than  the  dealers  operating  londor  the  surplus 
plan.   Such  price  cutting  has  led  to  lower  fluid  milk  prices  in  the  market 
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which  foil  as  a  burden  on  all  alike.  Vievred  in  the  light  of  a  competitive 
price  the  price  cutting  policy  brought  -satisfactory  results;  viewed  in 
the  light  of  the  7J-clfaro  of  the  dairjr  industry  of  Nct:  England,  it  •'.to.s 
destructive  parasitism.   It  was  a  deliberate  and  intentional  plan  to  grow 
and  fatten  on  a  system  of  soiling  milk  v;hich  they  had  no  part  in  develop- 
ing, to  which  they  gave  no  support  and  in  7;hich  they  shared  no  part  of 
the  expense. 

For  some  years  past  the  Uevj-  England  Milk  Producers'  Association 
has  been  facing  the  problem  of  mooting  the  situation  resulting  from  this 
parasitic  grovrbh.  It  has  met  it  in  tvio  ways.  Cttie  is  by  the  development 
of  rating  plans  in  the  territory  close  to  secondary  markets  on-which  I 
will  speak  in  more  detail  later,  and  second  by  the  adoption  of  a  modified 
sales  plan  for  the  northern  territory  as  a  moans  of  adjusting  production 
to  demand.   The  modified  sales  plan  adopted  by  the  association  two  years 
ago  is  a  rudimentary  rating  plan  whose  principal  purpose  is  to  bring 
about  a  more  just  price  return  as  bctiTeon  different  members  of  our  associa- 
tion. The  plan  also  makes  it  more  difficult  for  the  parasitic  grovrth  to 
continue  to  develop  at  our  expense.   Most  of  you  are  familiar  with  this 
modified  sales  plnn,  but  ivill  go  over  it  briefly.  Under  the  surplus 
plan,  which  was  sot  up  by  the  federal  regional  milk  commission  soon 
after  the  World  War  and  i.vhich  has  persisted,  Vvrith  minor  chrnges  since,  two 
prices  are  negotiated  by  the  association  with  the  dealers.   One  v;as'for. 
milk  resold  in  fluid  form  and  the  other  ^Tas  for  milk  which  v/cnt  into  '  ' 
cream,  butter  or  other  bv-products.  There  was  no  restriction  on  the  ■  '• 
amoTint  of  milk  any  producer  could  make.  The  very  uneven  producer 
increased  the  surplus  in  the  flush  season  and  the  more  even  producer 
shared  the  burden.  Moreover  the  composite  price  to  members  of  the  associa- 
tion went  doxvn  and  made  the-  showing  of  other  groups,  not  operating  on  the 
surplus  plan,  appear  more  favorable. 

Under  our  modified  sales  plan  the  amount  of  milk  \vhich  eny  pro- 
ducer can  get  paid  for  under  the  straight  surplus  plan  is  limited  to 
tviTicc  as  much  as  ho  producod  during  the  short  season  of  the  previous  year. 
Any  milk  which  he  produces  in  excess  of  this  tv\ro  to  one  basis  is  paid  f  or  ■ 
at  the  Class  2  price.   The  not  price  for  all  milk  to  producers 'who  ship 
more  tho.n  tvro  to  one -is  lower  than  the  price  paid  to  producers  who  keep, 
within  the  two  to  one  basis.  The  dealer  pays  the  same  price  for  the 
entire  amount  of  milk  he  buys  but  the  rjuount  which  the  excessively  uneven 
producer  loses  on  the  milk  above  the  t¥TO  to  one  basis  is  distributed  as  a 
general  increase  in  payment  to  all  producers.   This  modification  i»ra.s  the 
first  attempt,  in  the  northern  territory,  to  curb  excessive  production  in 
the  flush  season  by  a  reduction  in  price  for  the  excess.   It  hit  only  a  '  ; 
comparatively  small  number  of  producers  except  during  the  height  of  the  .'; 
flush  season.  It  did,  however,  raise  the  announced  composite  price 
somewhat,  and  to  that  extent  made  it  more  difficult  for  competing  agencies  ,. 
to  continue  their  policies  of  cutting  prices  and  still  meeting  the  com- 
petitive composito  prices  in  the  country.  It  is  significant  that  a  con- 
siderable number  of  the  competing  agencies  have  adopted  the  same  plan  of  . 
adjusting  production  t-o  sales  by  a  limitation  of  the  amount  of  production 
v/hich  can  come  in  undor  the  regular  price  set  up.  Our  Association  plans 
to  still  further  rectify  the  condition,  both  within  and  without  the 


239 


Association,  by  roducing  the  proportion  to  1-|  to  1  for  1933.   It  seems 
probable,  also,  that  at  our  annual  meeting  dn  October  we  will  consider 
the  wisdom  of  going  on  to  a  straight  rating  plan'  of  one  to  one  at  some 
time  ill  the  not  far  distant  future,   this  is  wi-thout  regard  to  the 
development  of  the  central  marketing  agency. 

Around  our  secondary  markets  there  are  many  producers  who  have 
sold  fluid  milk  for  majiy  years  and  v;hose  dealers  are  not  well  equipped  to 
handle  surplus  milk  in  large  quantities,  except  for  cream  purposes.   In 
these  regions  production  is  much  more  even  than  in  the  northern  areas  of 
New  England.   It  was  in  those  area's  that  the  need  of  a  rating  plan  first 
showed  itself.  There  was  more  opportunity  for  individual  farmers  to  try 
to  "beat  the  game"  by 'producing  excess  milk  knowing  that  their  neighbor- 
ing farmers  would  have  to  share  in  the  burden  of  such  excess  under  a 
surplus  plan.  Moreover  it  led  to  a  situation  where  some'  dealers  were 
carrying  more  than  their  share  of  the  surplus  milk, '  The  result  vifas  the 
development  of  local  rating  plans  which  placed  the  burden  of  excess 
production  on  the  man  vfho  made  it,  '  Incidentally  I  may  say  that  in 
spite  of  various  changes  in  these  rating  plans  they  arc  still  open  to 
serious  objection  from  the  "loopholes"  which  remain  for  individuals  to 
"beat  the  gome"'  in  another  way.  With  a  throe  months •'  rating  period 
knCT/vn  in  advance  there  is  incentive  to  increase  piroduCtion  abnormally 
in  order  to  get  a  better  rating  for  the  next  yqar.   In  some  sections  it 
has  been  a  scramble  to  see  v:ho  could  get  "togethci*  the  most  covirs,  even 
totho  point  of  borrowing  from  neighbors  and  taking  milk  from  other 
dairymen',-  not  under  a  rating  plan.  Human  nature  is  very  much  the  same 
' cveryv^here  and  it  is  probably  impossible  to  develop. a  rating  plan  which 
would' altogether  do  away  #ith  such  practices.   In  general  I 'believe 
that  our  rating  plans  around 'these  secondary  m.arkets  .are  working  oUt ' 
well. 

In  this  corjiection  I  wish  to  point  out  an  important  factor  in 
the  development  of  the  New  England  Dairies.   Under  a  situation  where 
northern -NoT/V  England  produces  iincvenly  and  southern  Now  England  much 
more  evenly,  it  has  been  quite  difficult  to  bring  about  a  ha'rmony  of 
viewpoint  as  to  the  future,  '  Quite  naturally  producers  in  northern  Nov.' 
England  desire  to  share  and  share  alike  in  the  secondary  markets  where 
the  price  under  a  rating  plan  is  higher.  Just  as  naturally  the  pro- 
ducers Vj-ho  ar-e  under  these  rating  plans  'and  v/ho  have  adjusted  their  . 
production  to  the  heeds  of  tho-mp.rkot,  would  protest  against  any  system 
under  v/hich  they  would  be-  required  to  bear  the  burden  of  the  excess 
production  in  northern  I'lew  England.  Under  the  contract  which  has 
finally  been  developed  the  southern  Now  England  producers  arc  to  retain 
their  present  rating  for  tvro  years.  After  that  their  relation  to  the 
rest  of  New  England  will  depend  on  developments.  It  is  my  belief  that 
a  rating  plan,  on  the  one  to  one  basis,  is  inevitable  in  New  England.. 
It  may  be  within  the  NEMPA,  it  may  be  through  the  Nc\v  England  Dairies, 
Inc.,  as  provided  in  the  new  contract.   It  is  the  only  way  in.  which  the 
production  of  milk  in  New  England  can  be  adjusted  to  the  demand.  It  is 
the  only  way  that  each  individual  dairyman  can  be  made  to  stand  his  own 
just  proportion  of  losses  due  to  excess  production  of  milk. 
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■Assuming  for  a  nomont  that  nilk  marketing  is  to  bo  continued 
as  it  has  boon  in  the  past,  ^vith  the  NEMPA  handling  some  75  per  cent,  of 
the  nilk  and  the  remainder  being  handled  by  cooperative  groups  and  small 
proprietary  creameries.'  The  developmont  of  a  rating  plan  within  the 
NEMPA  will  serve  tv:o  purposes.   It  will  bring  about  an  allocation  of  the 
burden  of  surplus  within  the  association  and  it  will  raise  the  composite 
price  so  that  competing  agencies  will  have  difficulty  in  meeting  it  in 
the' country.  It  will  be  much  more  difficult  to  rcma.in  a  parasite  under 
a  rating  plan  than  it  is  vmder.  the  straight  surplus  plan. 

'■  ■    Assuming  again,  what  I  hope  and  believe  v^rill  be  the  case, 
that  the  TJcw  England  Dairies  v/ill  function  and  develop  a  rating  plan 
■which  is  fair  and  just  to  all  within  the  jurisdiction  of  the  new 
organization.   Just  as  soon  as  p±:cs  come  back  to  a  satisfactory  level 
the  old  situation  will  arise  but  in  a  lesser  form.  Good  ^prices  will 
encourage  production,  increased  production  will  decrease  the  composite 
pricey  there  v/ill  still  be  the  opportunity  for  any  group,  large  or 
small,  V.'ho  rema.in  outside  the  central  marketing  agency  to  cut  prices, 
carry  little  surplus,  and  start  a. now  cycle  of  parasitic  existence, 

;■       One  of  the  great  stumbling  blocks  to  cooperative  effort  is 
the  fact  that  an. outsider  can,  temporarily  at  least  and  if  he  is  so 
minded,-  get  more  for-.his  product  than  one  who  is  within  the  .fold,   I 
wish  to  make  it  clear  in  your  minds  that  this  is  a  fundamental  fact  and 
will  always  be  true, ■  The  problem  of  the  future  is  to  reduce  this  danger 
to  the  minimum- by  getting  the  v&ry  great  majority  of  the  dairymen. of 
Now  England  vdthin  the  central 'association's  jurisdiction  and  to  conduct 
the  orgcjiization  in  such, a  xvay  that  they  will  be  satisfied  and  remain 
in.  Any  considerable' block  of  milk  outside- the  organization  would  be  a 
menace  to  any  price  structure , 

Because  of  .-the  situations  whichl  have  presented  you  can 
readily  soo  that  a  rating  plan  would  be  a  groat  aid  in  any  marketing 
program  and  in  the  stabilization  of  the  price  in  the  markets.  'From  this 
viewpoint,  there  is  no  doubt  that  a  universally  adopted  rating  plan  for 
all.Ne^v  England  would  be  wise  and  expedient.  From  the  point  of  view  of 
economic  advantage  to  New  England  there  are  certain  other  considerations 
which  should  bo  presented.   It  has  been  the  experience  in  sections  where 
a  rating  plan  has  been  in  operation  over  a  number  of  years  that  total 
milk  production  in  that  area  has  decreased.   The  price  per  hundredweight 
of  milk  in  New- England  v/ill  doubtless  bo  increased  tpJcing  the  territory 
as  a  whole,  and  the  figures  for  the  entire  year.  But  it  is  not  -  so 
certain  that  the  total  amount  of  money  which  the  producers  v;ould  receive 
would  be  as  large  as  under  an  vinre§trictcd  plan  of  production.   The 
-problem  really  comes  back,  then,  to  a  question  of  the  price  at  which  New 
England  can  afford  to  produce  milk  for  fluid  milk  purposes  and  for  cream. 
.Is  it  a  bettor  program  for  New  England  to  produce  a  restricted  amount  of 
m.ilk  at  a  higher  price  or  an  unrestricted  volume  of  milk  at  a  somewhat 
■lower  .price?   The  answer  to  this  question  must  really  come  before  any 
final  decision  as  to  the  value  of  a  rating  plan  in  New  England, 
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We  must  tear  in  mind  that  Now  England  is  about  the  most 
isolated  area  in  the  United  States  so  far  as  milk  ma.rketing  'goes,  Y'ie   have 
the  Atlantic  Ocean  on  the  oast  and  south,  Canada  on  the  north  and  the 
Nov/  York  market  vj-ith  its  onoxTnous  needs  on  the  west.   It  is  a  naturally- 
defined  milk  shed.  Is  it  also  to  be  considered  as  a  natural  creajti  shed? 
Mr.  Bronson  has  told  you  of  the  efforts  to  get  outside  cream  excluded 
from  Boston  and'  how  they  failed.  It  is  a  poor  picture  we  present  when  we 
have  to  get  cream  from  Alabama  right  in  the  middle  of  our  flush  season 
of  milk  production.  The  only  reason  that  western  and  southern  cream 
comes  into  New  England  is  because  it  is  cheap.  Dealers  can  purchase  it 
at  a  price  lower  than  we  think  we  should  get  here  in  New  England.  The 
result  is  that  our  own  cream  comes  to  somewhere  near  the  same  level. 
There  is  also  eveiy  incentive  for  anyone  who  is  separating  large 
quantities  of  milk  to  get  more  fluid  milk  sales  by  whatever  means  he  can. 

There  is  one  aspect  of  the  situation  which  is  not  generally 
recognized  but  which  has  a  real  bearing  on  the  cream  situation  in  New 
England  as  it  affects  a  rating  plan.  It  is  that  our  unrestricted 
■purchase  of  cream  for  New  England  markets  has  fostered  a  situation  where 
consumers  have  been  encouraged  by  low  prices  to  buy  cream  more  freely 
than  they  otherwise  would.  The  effect  is  apparent  in  comparative 
figures.   In'  Now  York  where  cream  prices  to  consumers  have  been  main- 
tained at  a  higher  level  the  proportion  of  cream  sales  is  one  to  18,6 
of  milk  sales.  In  Philadelphia  the  proportion  is  one  to  18',8,'  But  in 
Boston  the  proportion  is  one  to  10.6.   In  other  words  the  low  cream 
■',  P^^<^°s  "to  consumers  appear  to  have  resulted  in  making'  bur  per  capita 
■'cr^am  consumption  almost  double  what'  it  is  in  either  Now  York  or  in 
Philadelphia,   It  is  apparent  that  a  restriction  of  cream  purchases, 
resulting  in  higher  prices,  vrould  reduce  the  per  capita  consumption  of 
cream,  IVhethcr  this  would  be  a  good  thing  for  the  dairy  industry: of  New 
Engla.nd  or  not  is  open  to  consideration..  It  might  well  be  that  a  somo- 
ivhat  lovj-er  consumption'  of  cream,  paid  for  at  a  somewhat  higher  price 
might  be  a  good  thing  for  the  dairy  industry.  It  certainly  is  of  no 
advantage' to  have  from  10  to  20  per  cent  of  our  cream  requirements  coming 
from-outside  New  England,  Even  if  a  higher  price  on  cream  resulted  in 
■ the ^ decrease- in  consumption  sufficient  to  equal  the  cream  which  is  now 
coming  in  from  outside  the  dairymen  of  Nc\v  England  would  obviously  be 
better  off  as  just  as  much  of  their  cream  would' bo  moving  as  at  present 
and  the  price  would  be  higher, 

I  have  gone  into  this  cream  situation  in  some  detail  as  it  has 
a  direct  and  impdrtant  bearing  on  any  .rating  plcji  T,*ich  can. be  devised. 
It  would  be  comparatively  simple  to  set  up  a  rating  plan  based  on, a 
supposition  that  NoV;  England  was  going  to  abandon  any  attempts  to  furnish 
its  own  cream  supply,  except  as  cream  might  be  produced  as  an  adjunct  to 
the  production  of  fluid  milk.   In  that  case  the  price  of  cream  would  be 
of  small  importance.   It  v;ould  bo  in  reality  a,  "surplus"  product  to  got 
what  one  could  for;  but  not  a  part  of  the  general  set-up.  Under  such  a 
proposition  it  would  bo  possible  to  have  a  rating  plan  based  directly  on 
the  demands  in  the  market,  v.dth  the  ratings  equalling  the  sales  with 
enough  of  a  margin  to  meet  sudden  fluctuations  duo  to  weather  conditions. 
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Carrying  this  a  stop  farther  it  seems  reasonable  to  suppose 
that  at  least  a  25  per  cent  surplus  of  milk  v/as  required  as  a  margin  of 
safety.   This  25  per  cent  surplus,  under  normal  conditions  would  he  made 
into  orecun.  A  just  rating  plan  could  be  devised  which  would  require 
everyone  who  wished  to  increase  his  rating  for  another  year  to  produce  at 
least  25  per  cent  above  his  rating  for  the  current  year.  Under  such  a 
plan  any  increase  in  ratings,  made  possible  by  increases  in  sales  of  milk 
in  the  market,'  vrould  be  given  only  to  those  producers  who  had  carried  the 
25  per  cent  surplus  the  preceding  year,"  Producers  who  failed  to  produce 
this  25  per  cent  above  the  rating  would  keep  their  old  rating,  no  matter 
how  much  sales  of  milk  might  increase.  In  case  sales  dropped  below  the 
ratings  the  decrease  in  ratings  would  fall  on  all  alike.   Such  a  plan  as 
this  vjould  be  an  opportunity  for  any  producer. to  "buy"  his  increased 
rating  in  the  form  of  a  decreased  price  for  his  milk  during  the  previous 
year  due  'to  his  producing  more  surplus  than  the  market  as  a  whole  was 
carrying. 

A  rating  plan  based  on  fluid  milk  needs  only  would  also  be 
com.paratively  simple  to  set  up  justly  between  the  producers  near  to 
£fouthern  New  England  markets  and  the  producers  in  northern  New  England, 
It  would  be  a  direct  basic  rating  plan,  on  a  one  to  one  basis.  As 
northern  Now  England  producers  would  not  be  producing  any  cream,  except 
as  an  incidental  operation  to  producing  the  fluid  milk,  they  would  not 
ex-pect  the  southern'  New  England  producers  to  bear  any  part  of  the 
surplusj  except  the  necessary  surplus  to  meet  fluctuations  in  the  market. 

If,  hovrevor,  we  suppose  that  New  England  is  to  produce  its  own 
cream,  as  well  as  its  ovm.   milk,  ivith  restrictions  on  outside  shipments  of 
cream  v^hich  vrould  raise  the  cream  prices  within  New  England,  the  rating 
plai^  which' vj-ould  be  necessary  would  be  somewhat  different  in  character. 
The  chief  reason  for  this  difference  lies  in  the  geographical  distribu- 
tion of  the  uneven  production  of  milk,  also  in  the  difference  in  cost  of 
production  and  transportation  to  the  markets.  Producers  near  to  the 
secondary  markets  in  New  England  have  already  evened  up  their  production 
on  a  basis  which  docs  not  provide  cream  for  these  markets.   It  is 
improbable  that  any  increase  in  cream  price  which  might  come  through, -a 
restriction  of  cream  purchases  to  the  New  EhgltCnd  territory,  ivould  be  . 
sufficient  to  induce  these  producers  to  produce  cream  for  such  markets-,., 
all  the  year  around.  They  might  have  enough  during  the  flush  season  but 
in  the  short  season  cream  \»j-ould  have  to  come  from  northern  New  England,  . 
It  would  be  fair  and  reasonable  in  setting  up  any  rating  plan  for  them 
to  provide  for  a  rating  and  a  plan  of  payment  which  recognizes  their 
inability  to  produce  the  cream  all  the  year  aroUnd.   To  the  exteiit  that 
they  failed  to  produce  cream  for  the  needs  of  these  secondary  markets 
during  the  short  season  they  should  be  asked  to  bear  the  burden  of 
enough  surplus  the  year  round  to  care  for  their  cream  needs  at. the  short 
season.  .  .  .     '  .   . 

This  is  more  the  principle  of  a  pooling  plan  than  a  rating 
plan  tut  any  rating  plan  v/ould  have  to  take  this  need  into  account.-,. 
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Under  tho  supposition  thc!.t  Now  England  Tfould  produce  its  cream 
as  -ivell  as  its  milk  roquircmonts,  a  rating  plan  on  the  one  to  one  basis 
plus  a  general  pool  of  the  milk  into  .one  selling  organization  is  the  first 
necessity.   The  ratings  would  bo  based  on  the  volume  of  milk  needed  to 
supply  the  markets  vj-ith  their  fluid  needs.   Prices  on  milk  produced  in 
excess  of  ratings  would  have  to  be  sufficiently  high  to  encourage  produc- 
tion of  about  a  35  per  cent  surplus  the  year  round.  At  the  present  rate 
of  cream  consumption  it  would  take  a  50. per  cent  surplus,  but  as  a  con- 
siderable part  of  this  is  used  for  ice  cream  purposes  during  a 
comparatively  few  months  in  the  year,  it  is  probable  that  a  35  per  cent 
surplus  would  take  care  of  the  needs  for  table  cream. 

•^t  does  not  seem  wise,  at  the  present  time- to  consider  a  pro- 
gram which  would  provide  for  this  ice  cream  demand.  That  can  be  met  by 
outside  cream  or  by  using  store  cream  or  homogenized  cream.   To  attempt 
to  carry  a  50  per  cent  surplus  to  meet  the  ice  cream  needs  four  months 
in  the  year  as  well  as  the  table  cream  heeds  would  result  in  a  very  top 
heavy  condition  in  the  market  the  remainder  of  the  year,   I  leave  it  to 
your  imagination  as  to  where  we  v/ould  land  in  New  England  if  vie  attempted 
to  produce  a  50  per  cent  surplus  at  the  short  season  without  a  program 
of  even  production  to  prevent  an  excessive  surplus  in  the  long  season. 
Such  a  surplus  would  have  to  be  made  into  butter.   It  would  be  almost 
impossible,  without  tho  strongest  kind  of  a  central  marketing  agency  to 
prevent  it  trom   coming  in  to  wreck  tho  creaiu  price  and  eventually  tho 
milk  price.  However,  a  rating  plan  going  along  with  an  even  production 
plan,  can  be  devised  which  vfill   provide  for  cream  needs  as  U'ell  as  milk 
needs.  A  35  por  cent  surplus,  however,  might  well  be  carried  along  with 
, an  advance  in'  cream  prices* 

in  going  over  SiDmc  of  these  fundamentals  of  a  rating  plan  I 
have  purposely  avoided  any  discussion  of  such  questions  as  the  proper 
length  of  thp  rating  period,  three  months,  six  months,  or  the  entire 
year.   I  have  also  avoided  the  complicated  details  which  come  through  the 
necessity  of  adjusting  ratings  to  sales,  or  providing  for  ratings  for  new 
producers  or  for  tho  transfer  of  ratings  when  a  producer  shifts  from  one 
dealer  to  another.   There  are  innumberable  details  which  cone  in  to  the 
practical  operation  of  a  rating  plan  but  the  fundamentals  I  have  attonptod 
to  present.  ,   - 

t  ... 

'■       -      .     ■   No.  adequate  consideration  of  any  rating  plan  can  bo  given  • 
ivithout  considering  also  the  three  groat  nee d-s.  First  a  general  sales 
■organization,  Tihich  is  already  in  the  process  of  development.  Second,  an 
even  production  progroju,  which  is-  being  pushed  through  as  rapidly  as  can 
be  done,  in-  justice  to  the  producers-.  Third  a  system  of  regulation  of 
sources  of  supply  which  will  give  adequate  recognition  of  tho  New  England 
milk  shod  as  a  natural  unit  for  fluid  milk  and,  perhaps,  for  cream  also. 

it  would  have  been  impossible  in  the  early  days  of  the  Associa- 
tion, or  five  years  ago,  or  even  throe  years  ago,  to' have  looked  into  the 
future  with  as  much  confidence  as  vro   can  at  present.  New  England  is  ±n 
the  best  position  to  market  its  milk  satisfactorily  of  any  other  section 
in  tho, country.  Wg   have  boon  going  through- some  strenuous  times  v-ihich 
have  taken  all  the  pourage  and  brains  and  leadershiD  of  all  the  various 
milk  marketing  organizations  and  agencies.  But  it  really  seems  to  mc 
that  we  can  look  for-viard  to  steady  progress  along  constructive  and 
permanent  linos. 
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AN  ORGANIZATION  TO  MEET  NM  ENGLAiro  MILK  MARKETING  PROBLEMS 

H.  P.  Young 
Agricultural  Economist,  University  of  Vermont 


The  problems  connected  with  the  marketing  of  Nov/  England's  milk, 
or  for  that  matter  the  milk  of  any  section,  arise  due  to  the  presence  of 
a  considerable  percentage  of  the  product  that  must  be  sold  for  consump- 
tion in  some  other  form  than  as  fluid  milk.   This  portion  of  the  milk 
supply  is  known  as  surplus,   it  nets  farmers  only  about  one  half  that  of 
milk  sold  in  fluid  form. 

With  this  condition  prevailing  any  independent  unit  such  as 
Bickford,  Dickinson,  Moody  in  Vermont,  or  Pine  Tree  in  Maine  can  be  sell- 
ing no  milk  as  surplus,  pay  net  prices  to  farmers  higher  than  the  usual 
country  prices,  cover  high  plant  operating  costs  and  still  make  money  for 
themselves . 

In  the  same  way  the  same  opportunity  to  net  higher  prices  to 
farmer  members  exists  for  and  is  used  by  independent  cooperative 
creameries  located  principally  in  Vermont. 

Thus  at  all  times  when  there  is  a  normal  price  for  fluid  milk, 
that  is,  a  price  for  milk  that  is  high  enough  to  maintain  the  volume  of 
production  and  still  will  be  within  the  limits  of  prices  that  the  con- 
suming public  accepts  without  resentment,  tliero  is  always  a  strong 
incentive  by  independents  to  sell  fluid  milk  at  cut  prices.  As  the 
cut  price  milk  increases  in  volume  organizations  maintaining  prices  will 
find  the  percentage  of  milk  in  the  surplus  classes  rapidly  increasing. 
The  inevitable  result  of  cut  price  milk  is  a  collapse- of  the  entire  milk 
price  structure. 

The  milk  marketing  machinery  that  New  England  has  may  be 
expected  to  cause  a  complete  collapse  of  milk  prices  every  4  to  7  years. 
Within  recent'  years  these  collapses  have  occurred  in  1921,  1924,  and  1931. 
During  these  periods  the  opportunity  to  make  money  by  cutting  prices 
disappears  and  the  independents  tend  to  get  their  prices  up  to  the  level 
of  the  market.   The  obvious  remedy  for  the  milk  marketing  situation  in 
Nev;  England  is  a  single  sales  agency  for  all  New  England's  milk. 

I  cannot  refrain  at  this  point  from  digressing  to  point  out  what 
seems  to  me  to  bo  the  function  of  the  Agricultural  Colleges,  Extension 
Services,  and  other  public  agencies  in  a  situation  of  this  kind.   It 
seems  to  me  that: 

1.  V/e  should  sec  to  it  that  the  public,  particularly  the 
farmers,  are  thoroughly,  aoeuratoly  and  impartially 
informed  of  all  the  facts  in  the  case, 
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2.  ¥o  should  study  tho  problems  and  bo  ready  to. assist  in 
working  out  and  inaugurating  plans  for  corrGc,t.ing  the 

. .  ■   .     •   s  ituat  ion ,  ,  .  '"    . 

3.  In  no  case   should  any  of  tlieso- public   agoncics  ,  inflict 
thoir  scrvicos   or  advice  on  any  organization  but  we  ■ 
should  be   ready  at  all   times  to   give  the  best    of 'our 
knowlodgo  and   advice  even  though  it    is  never  asked 
except  virhen  the  organization  is    in  trouble.  . 

I  cannot   help  but  review  the  fact  that  tho  New  England   Institute 
of  Cooperation  has   tackled  ojid  fearlessly  discussed  tho  milk' marketing 
situation  in  Slew  England  at  Amherst   in  1928,    at  Burlington   in  1929,    in 
Rlaodo   Island   in  1930   and  nav\r  again  in  Orono   in  1931.      I  believe  that  those 
discussions  have  contributed  largely  to  tho  movomonb  that  has  resulted  in 
the  formation  of   a  Now  England  wide  m.ilk  mr.rketing  organization. 

This  brings  us  up  to  a  discussion  of   the  activities  that  led  up 
to  tho   organization  of  the  New  England  Dairies    Incorporated.      In  May,    1930, 
the  N.    E.   M.    P.   A.    reduced  the   price   of  milk   one  cent   a  quart.      There 
immediately  arose   serious  criticism  of  this  action  by  cooperative   creamery 
men  in  Vermont  vjho  claimed  that  this  action  was  in  violation  of  a 
gentlemen's  agreement   that  had  been  in   oxistonco,'  that  no  chpn.ges   in  price 
were  to  bo  made  without  consult ixig   all   agencies   in  the  market. 

Tho   existence   of   this    gentlemen's   agreement  was  denied   and 
finally  at  the   request   of  E.   H.   Brjicroft,    manager   of  tho   Granite^  City 
Cooperative,    Barrc,   Vermont,    cm   impartial  board  composed   of  R.  W.   Bird  of 
Boston,    Judge   Cleaves   of  Maine,    and  Guy  Boyce   of  Vermont  was   appointed  to 
hoar  all  tho  evidence  regarding  New  England's  milk  industry  and  to  make 
rccoiranondations . 

At  the  opening   of  tho  hearings  the  board   insisted   on  an  agree- 
ment  on  the   part  of  all   agencies  to   abide  by  the   recommendations   of  the 
board.      This  v;as  eventually  agreed  to  by  all  parties   caid  tho  hearings 
began.                _  ,  .        .      ■ 

The   final   recommendations   called  for  a   single   sales   agency  to'- 
soil  all  the  milk  of  New  England  and  a  dealer's  association  to  regulate 
trade  practices   in  the  cities. 

Immediately  a  committeo   representing  farmer's   cooperative 
organizations  vras  formed  of  Yif.    P.    Davis. from  the  N.' E._  M.    P.  A., 
E.   H.   Bancroft   of  the  Vermont  Dairies,   and  W.  H.   Fuller  of  the  Vermont 
cooperative   croamorios.      The   committeo  had  thd   assistance   of   E.   H.   Jones 
(Commissioner  of  Agriculture),   members^  of  the  Agricultural   College   and 
Extension  Service  from  Vermont,    laivyers   representing  the  N.    E.   'I.   P.   A., 
ropresontativcs   from  the  cooperative   creameries   of  Vermont,    Tom  Stitts 
of  the  Farm  Board,    and   several   others.     Eventually  a  constitution  and 
by-laws,    and  a  contract  were  dravra  up. 


It   soon  bocruno   ovidont   thit   the  ovGrhen.d   sales   c.gcncy,    i.o.,   the 
Now  England  Dairies   Incorporated  v/ould  not  bo  accepted   if  the   initiative 
were   left  to  cooporativc  managers.     Accordingly  a   committee  composed  of 
E.  H.    Jones,   W.    P.   Da-vis  and  H.    P.   Young  was   appointed  to   go   over  the   sot- 
up  of  the   organization  with  the  Boards   of  Directors,    of   the   separate 
cooperatives* 

Nino   Cooporativo  Creameries   and  the  N.   E.    M.    P.   A.  board   of 
directors,  voted  to   join     the  Ne\v  England  Dairies,      From  these  ten 
organizations   a  publicity  committee  furnished  regular  news   releases   of  the 
aims,    condition,    and  developments   of  the  organization, 

Glenn  C.    Sevey  called  a  conference   in  Springfield,   which  was 
attended  by  several  thousand   dairymen.      Eventually,    at  the   request   of 
farmers   in  sections  ^vhcro   cooperatives  were   refusing  to   join     the  New 
England  Dairies,   mass  meetings  vrore  held.      It  Viill  take  a  psycho-analyst 
to   ever   settle  the   question  whether   or  not  the  meetings   in  Milton   and 
Grand   Isle,   Vermont  helped  to  bring  about  the  formation  of  the  New 
England  Dairies. 

Governor  Wilson   of  Vermont   eventually   called  a  conference   of 
leaders   of  milk  cooperatives.      Some    six  conferences  wore  huld  in 
Montpelicr,   Vermont,    and  the   contract   and  by-laws  wore  runendod  and  at  this 
date  the  New  England  Dairies   Incorporated  has  been  f  omed  with   a  member- 
ship of  13  cooperatives    including  the   N.    E.   M.   P.   A.  . 

There   still   remains   several   proprietory   dealers   and  several 
cooperatives   to  be  lined  .up  in  the    organiza.tion.      It   seems   that  we  now 
have  a  New  England  wide  milk  marketing  orga,ni2ation. 

Whether  the  Nev7  England  Dairies,    Incorporated  functions   as  the 
organization  to  meet   our  milk  marketing  .problans  will   depend  on  many 
things, 

1.  Will  the   leaders   in  the  various  cooperatives   ^iho  Yd.ll   sorvo 
as  the  directors   of  the   central    organization  have   a  .broad  Now  England 
viewpoint   or  viill  thuy  have  upponnost   in  their  minds  narrovv    sectional 
objectives? 

If  each  member  representative  strives  to  gain  advantage  for  his 
own  particular  group  to  the  disadvantage  of  other  groups,  the  Now  England 
Dairies,    Incorporated  will  probably  fail. 

2,  .  Y'ill   farmers   all   over  New  England   support   one  central 
organization?     Will  groups   of   farmers    selling  to   independent  dealers   or 
cooperatives   insist  that  their  millc  be   sold  at  the  Nov;  England  price  and 
charged  with  the  Now  Ehgl.and    surplus?      There   is    evidence  .that  the,  leaders 
of  certain  groups   are  not   ready  to  cooperate  as   outlined  above. 

The  New  Engl.md  Dairies  has   before   it   plenty  of  problems.      These 
problems   lay   down  a  challenge  to  New  England's   farmer   lca.dcrsh,ip,   to  the 
Now  England  Agricultural   Colleges   and   extension  sci^iccs  and  to  the  Now 
England   Institute   of  Cooper:ition.      Shall  vro  meet   this  challenge   or  shall 
we   fail?      It    is  uv  to  us. 


21+7 


sad 

THE  FARM  BOARD- AND  DAIRY  MARKETING 

■   W.  F.  Schilling         •,    ,  ■  f  •. ;; 

Member,  Federal  Farm  Board 

'Washington,  D.  C.  ..;,..... 


To  1:hosB' who"  haire' h'a'd""s~c'£Lrit' ■expedience  in""coo'pe'ratiTe'  organ- 
ization work  and  marketing  the  present  tirade  against  the  Agricultural 
liarketing  Act  and  the  Federal  Farm  Board  activities  seems  a  bit  unusual 
and  severe  but  vrell  do  I  recall  less  than  a  score  of  years  ago  the  same 
criticism  and  condemnation 'a's'  gt-isefs'  us'  now,  "when  we"  we  re" 'busily  ' 
engaged  in  the  organization  work  of  our  qreanjeries  and  milk  associa- 
tions. We  were  told  it  was  against  the  laiv,  -and .  it  was  at  that  time, 
to  organize  the  producers  of  a  food  coramxjdi-t^y  to  negotiate  a  food 
commodity  price.  We  were  arrested, and  placed  under  indictment  for 
organizing  the  Twin  City  Milk  Producers  Association.  We  had  to  fight 
every  known  interest  to  put  over  that  marketing  organization*   The 
dealers  had  us  arrested;  the' women'' s  'elUbs' ahcl  mb'thors*  clubs"  con- 
demned us  and  the  farmers  had  to  be  shown  to  follow  us.   But  now  that 
it  is  all  over  the  farmers,  consumers  and  all  concerned  are  better 
satisfied.   The  consumers  get  batter  milk  at  a  fair  price  and  the 
farmers  have  a  more  satisfactory  marketing  arrangement  and  are  better 
paid  for  their  labor. 

It  is  almost  humorous  to  stand  by  and  listen  to  th©  "favors" 
the  farmers  are  receiving  at  the  hands  of  the  Government.   Some 
interests  seem  to  have  worked  themselves  into  a  colorful  frenzy  over 
the  placing  .of  |5OO,OOOvG0G-in  the -hands' of  the' F'ed'efal 'Farm' Board  for 
the  purpose  of  helping  agriculture  to  organize-.   They  express  the 
thought  that  it  is  class  legislation  and  should  not  be  allowed  with 
Government  funds.   Do  they  forget  what  the  Government  is  doing  for  the 
others,  such  as  the  ship  owners,  the  railroads  and  ..liabor.   The  resent- 
ment that  went  up  from  some  quarters  when  the  Farm  Board  announced  a 
loan  value  on  cotton  and  ivheat  last  year  will  never  be  'forgotten  by 
some.   But  do  you  remember  on  that  memorable  October  "day  over 'a  year 
ago  when  the  stock  mj3.rket  v/ent  to  pieces  in.  New  York'  and  how  a  con- 
sortium of  leading  bankers  got  together  and'  pledged  $240,000,000  to 
save  the  stock  market,  and  the  credit  of  Wall  Street  banks.   The  fall  of 
the  stock  market  threatened  to  take  everything  along.  TAOio  was  there  to 
help  agriculture?   It  was  the  duty  of  the  Farm  Board  to  step  in  and 
assist  the  farmers  in  that  crisis  and  we  did  just  that  and  yet  we  were 
criticized  for  carrying  out  the  instructions  of  Congress. 
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Many  of  our  critics  stated  that  the  inexperience  of  the  Farm 
Board  tended  to  reduce  the  price  of  farm  commodities  to  untold  levels 
and  created  havoc  in  the  markets  where  these  commodities  were  sold. 
But  let  us  look  at  the  record.   It  shows  that  the  average  price  trend 
of  the  various  industrial  stocks  has  shrunk  far  greatel-  than  those  of 
agriculture  since  September,  1929. 

The  following  figures  will  disprove  any  statement  made  by 
our  critics:  .    ....  '  \    - 

Table  1,  -  Price  Declines  of  Agricultural  Commodities 
Sept.  19-29  t-o- June  6,  1931 


Commodity  'Per  Cent 

;•  •   •■  ■  '  Decrease 


\vheat  No.  2  H.W.K.C.  41.13 

Cotton,  N.O.  Spot  55.28 

Butt;er,  92  score,  N.Y.  48,91 

Cheese,  Single  daisies,  Ghgo.        43.17 

¥:^ool  .  •  •  33.87 


Table.,2.  -  Price.  Declines  in  Common  Stock  Price  Indexes 
,      .   1929  to  June  3,  1931  '         •    •  ■■ 


Stocks  ■   '■   Per  Cent 

"   ■  •  ■   ■   ■   '   Decrease 


404  Stocks  combined'     '  -'     '     60 .,5b, 

337  Industrials        ^  ■  '  "     •   63'-.54 

3'  .-Rails  ■           -;  ■■  '        60 .'40 

154  Utilities    -  '       ..  '   '       55.75 

■  Industrial  Groups       '  - 

Autos  (incl.  Gen.:  Mot.)  '   67.26 

Gen.  Motors  \  60.89 

Chemicals              "'  '          64.79 

Copper  and  brass   ■■    -  ■  ■•  '     83.81 

Elec.  equipment  65.94 

Radio  "         87.18 

Steel  (incl.  U.  S.  Steel)  ^      67.96 

U.  S.  Steel  64.92 
Elec.  Gas,  ''/irater,  etc.,  holding  Co.   66.76 

Elec.  Gas,  Water,  operating  Co.      44.74 

N.  Y.  City  Banks  73.81 
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You  will  "be  interested  in  a  part  of  the  program  that  has  "been 
vrorked  out  for  tho  dairy  and  poultry  division  ef  the  Federal  Farm  Board 
during  the  past  two  years.  We  have  tried  to  go  slowly  believing  that 
real  progress  in  cooperative  marketing  must  depend  upon  education, 
information  and  experience. 

The  Land  0'  Lakes  Creameries,  Inc.,  handling  over  one  hundred 
million  pounds  of  butter  was  first  designated  as  a  sales  agency  for 
handling  butter  of  92  and  93  score  grade.   This  institution  had  as 
members  at  the  inception  of  the  Farm  Board  about  460  creameries  market- 
ing butter  through  it.   It  now  has  about  535  creameries  and  besides 
handles  considerable  poultry  and  eggs.   This  organization  aets  as  a 
regional  marketing  organization  and,  being  on  the  ground,  investigates 
losns  to  member  creameries  that  are  in  distress  because  of  closed 
country  banks  or  other  troubles  and  endorses  loans  from  the  Board.   It 
will  be  noted  that  many  of  the  loans  made  are  made  through  this  regional 
organization  so  that  a  double  check  can  be  had  on  the  making  and 
collection  of  loans  and  making  deductions  from  members'  cream  checks 
for  repayment. 

The  second  regional  association  was  formed  on  the  Pacific 
Coast  and  embraces  the  cooperative  creameries  in  nine  west  coast  and 
inter -mountain  states,  last  year  handling  45  million  pounds  of  butter. 
This  set-up  is  made  around  the  United  Dairymen's  Association  of  Seattle, 
the  Interstate  Associated  Creameries  of  Portland,  and  the  Challenge 
Cream  and  Butter  Association  of  Los  Angeles  and  San  Francisco.   There 
are  87  cooperative  creameries,  several  of  them  making  as  high  as  four 
million  pounds  of  butter  a  year,  marketing  through  these  district 
organizations  that  have  banded  themselves  together  as  the  West  Coast 
regional,  cross-contracted  with  each  other  for  the  sale  of  their  product 
in  the  various  West  Coast  markets  thus  avoiding  conflicting  overhead, 
salesmen.,  etc.  IfVhile  this  organization  has  been  functioning  only  about 
eight  months  it  is  with  great  pleasure  that  I  tell  you  that  it  is  pro- 
bably one  of  the  most  complete  cooperative  institutions  in  America.   It 
not  only  markets  tho  butter  for  most  of  the  creameries  in  tho  states  in 
v/hich  it  is  operating  but  also  takes  its  surplus  butter,  which  this 
year  will  amount  to  3.5  to  40  cars,  back  east  through  the  cooperative 
organization.  Land  0'  Lakes.  -This  arrangement  has  been  worked  out  very 
satisfactorily  with  Land  0«  Lakes  which  does  the  selling  for  the  West 
Coast  organizations  and  last  year  in  time  of  shortage  of  production  on 
tho  West  Coast  supplied  the  V/est  Coast  market  with  additional  butter  to 
take  care  of  its  trade. 

A  third  regional  butter  and  poultry  cooperative  association 
v/as  formed  about  a  month  ago  with  headquarters  in  Chicago  and  Wew  York. 
Sales  agencies  for  the  cooperative  butter  produced  in  cooperative   ■ 
centralized  creameries  in  sixteen  of  the  middle  Mississippi  Valley  states, 
manufacturing  last  year  33  million  pounds  of  butter,  was  opened  on  May  9 
in  the  two  primary  markets  above  named.   This  organization  has  already 
begun  to  function  and  I  have  had  several  nice  letters  from  the  creameries 
that  are  manbers  of  it.   It  is  expected  that  at  least  100  million  pounds 
01  butter  will  go  through  this  association  within  the  next  year  for  the 
farmers'  organizations  tliroughout  the  territory  are  taking  very  kindly 
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^^       In  Wisconsin  the  Board  recognized  the  National  Cheese  Producers 
Federation  as  the  central  marketing  agency  for  chees.e.   This  institution 
does  an  annual  business  of  about  $9,000,000  and  handles  about  twenty  per 
cent  of  the  American  cheese  made  in  this,  country  and  about  65  per  cent 
of  the' American  made  foreign-type  cheese.  ...•■_,  ••■■;  • 

It  must  be  stated  in  this  connection  that  all  of  these  groups 
are  officered  by  very  capable,  conscientious  -and  careful  business  men 
who  will  eventually  work  out  a  program  of  national  marketing  as  it  should 
be.   Progress  to  that  end  may  seem  slow  to  sojne  but-  time  is  being  taken 
to  allow  the  heads  of  th^  various  dairy,  and  poultry  cooperatives  to 
become  acquainted  with  each  other  and  gradually  they  will  work  into  a 
national  unit.  Personally,  I  believe  that  going  slowly  will  accomplish 
very  much  more  in  the  long  run  as  experience-  is  the  most  valuable  teacher. 

Within  the  month  representatives  of  the  Pacific  Coast  egg  and 
poultry  cooperatives  have  held  meetings  in  my  office  in  Vfashington 
.  representing  fully  70  per  cent  of  the  high  quality  western  eggs  that  are 
sold  on  the  Hot/  York  and  eastern  markets.   These  men  sold'-iast  year 
through  their  cooperatives  3,200  cars  of  eggs  alone  to  say  nothing  of 
the  poultry  products  handled,  A  marketing  arrangement  is  being  developed 
at  the  present  time  in  which  all  parties  viill  participate  and  this 
program  promises  to  be  very  successful. 

In  Indiana  a  statewide  poultry  and  dairy  organization  is  being 
formed  by  the-  Farm  Bureau  for  the  purpose  of  linking  up  with  the 
regional  cooperative. 

An  outstanding  achievement  in  the  marketing  of  turkeys  was 
conducted  last  fall.  A  meeting  of  the  turkey  growers  of  the  ten 
Northwest  and  Intermountain  states  was  held  at  Salt  Lake  City,  Utah, 
last  June  at  which  they  formed  an  association  and  later  completed  the 
organization  work  just  in  time  to  start  the  marketing  of  turkeys  prior 
to  Thanksgiving  with  the  result  that  210  carloads  of  turkeys  were  graded, 
.packed  and  marketed  and  the  farmers  were  paid  from  5  to  6  cents  per 
pound  more  for  their  turkeys  through  the  cooperative  than  they  had 
previously  received  in  an  unorganized  way.   The  Farm  Board  made  a  loan 
of  $100,000  to  this  organization  which  was  kept  for  about  three  months, 
imtil  after  the  holiday  turkeys  were  marketed,  then  the  funds  were  all 
returned  with  interest  and  the  association  put  away  $150,000  in  its 
.treasury  to  act  as  a  capital  fund  to  start  this  year's  operations  Viri;th. 
The  grov/ers  were  very  enthusiastic  and  much  pleased  with  the  operations 
of  this  new  cooperative  the  Board  helped  them  .to  set  up. 

A  similar  though  smaller  organization  was  started  later  in 
the  season  at  Sajy  Antonio,  Texas,  where  the  farmers  were  very 
successful  in  their  operations,  marketing  several  carloads  of  turkeys 
and  returning  to  the  growers  6  cents  per  pound  more  than  was  given  by 
private  dealers.   They  added  $7,500  to  their  treasury  after  returning 
the  loan  of  |25,000  with  interest  to  the.  Famj  Board. 
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The  farmers  of  America  a-r.e'  at  the  crossroads.   The  Agriofu'ltural 
Marketing  Act. .was  passed  because  the  Congress  and  people  of  Ajnerica ' 
■believed,  and  rightly  so,  that  agriculture  v/as  not  on  a  par  with  ihdustry. 
The  Farm  Board .Avas  appointed  by  President  Hoover  to  adjninistsr  the  Att 
and  it  is  sitting  in  Y-'a-shington  to  carrj-  out  the  provisions  of  thaf 'Act 
in  the  best  interest  of  the  producer. 

There  are  those  vfho  profess  to  believe  that  many  of  the  policies 
of  the  Farm  Board  are  contrary  to  the  intent  and  purpose  of  the  Act-. 
But  this  expression  comes  -chiefly  from  those  -whose  private  intere'sts  are 
adversely  affected  -by  t-he  administration  of  the  law  in  accor'dance  with 
the  instructions  of-' Congress, 

• '  ."..'■■ 

But  the  troubles  of  the  Fiirm  Board  do  not  come  alone  from 
those  who  are  for  selfish  reasons  opposed  to  the  Act.  Farmers,  as  well, 
those  the  Act  is  designed  to. assist,  are  not  all  sold  on  cooperative 
marketing  or  at  least  the  kind- of  cooperative  marketing  that  will  get 
results.   Many  minds  have  many  thoughts  and  if  we  could  only  correlate 
these  thoughts  then  the  job  would  be  fairly  easy.  But,  it  will  take 
time  and  the  consoling  part  is  that  from  day  to  day  we  see  a  marked 
improvement  for  in  only  two  years'  time  we  have  seen  the  volume  of 
business  transacted  by  our  cooperatives  increased  by  one-third. 

We  must  understand  that  the  Farm  Board'  has  great  powers  \inder 
the  Agricultural  Marketing  Act  and  was  intended  to  be  of  assistance  to 
agriculture  but  the  Board  can  do  little  for  farmers' unless  they  are 
willing  to  cooperate.   The  Board  members  know  this,  and  those  opposing 
the  activities  of  the  Board  know  it  equally  well  and  that  is  why  they 
are  using  every  possible  means  of  tirying  to  discredit  the  Board's 
actions  with  the  farmers.   Thus,  I  want  it  to  be  clearly  understood 
that  the  farmers  are  the  ones  vfao   are  concerned  in  the  success  of  the 
Agricultural  Marketing  A.ct  and  they  must  assume  their  share  of  the  ' 
responsibility  of  putting  it  over»   If  the  farmers  will  not  cooperate 
and  assist  the  Board  then  their  case  is  hopeless^ 

There  is  one  thing  in  regard  to  the  Farm  Board's  part  in  the 
development  of  cooperative  marketing  that  needs  constant  emphasis.   It 
is  this  -  the  Farm  Board  is  helping  farmers  to  build  a  cooperative 
marketing  system  which  they  themselves  will  o\^fn  and  operate  in  their 
ovm  interest.  The  Board  is  not,  building  a  marketing  system  nor  will  it 
operate  marketing , associations  when  they  are  organized.   The  public 
seems  to  be  confused  on  this  point  for  repeatedly  v/e  see  reference  in 
the  press  and  elsewhere  to  "Farm  Board  Cooperative"  or  "Farm  Board 
Agency"  and  so  forth.   There  is  no  such  thing  as  a  Farm  Board' 
cooperative;  no  cooperative  is  an  agent  of  the  Farm  Board.   Every 
cooperative  being  assisted  by  the  Board  is  farmer-oi/vned  and  controlled 
in  accordance  with  the. provisions  of  the  Agricultural  Marketing  Act 
and  the  Capper-Volstead  Act.  :The  Board's  duty  and  purpose  is  to  help 
develop  cooperatives  on  a  sound  financial ^bas is  with  sound  operating 
policies.   So  long  as  a  cooperative  borrc.'vs  money  from  the  revolving 
fund  a  condition  is  made  that  any  other  T^anker  would  make,  which  is" 
that  the  association's  operating  policies  and  management  shall  be 
satisfactory  to  the  Board. 
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"fe  are  going  through  the  worst  depression  eTer  known.   The 
inflated  values  are  being  wrung  out  of  everything.   The  distress  on  every 
hand  io  marked,   Nearly  every  economiat  and  newspaper  writer  is  guessing 
overtime  as  to  the  cause,  duration  and  finality  of  this  economic 
distress.  Many  causes  are  ascribed  to  this  ealamitous  break  in 
national  and  international  business.  The  Farm  Board  comes  in  for  its 
lion' 8  ahare  of  all  this  criticism.   It  is  nice  to  have  something  to  lay 
this  trouble  to, 

I  must  call  your  special  attention  to  the  fact  that  many  in 
cooperative  associations  stress  too  strongly  the  matter  of  price  being 
the  first  requisite  informing  cooperative  associations.   This  comes 
naturally  because  of  the  fact  that  few  think  of  cooperating  with  their 
neighbors  unless  they  have  come  to  grief.  They  do  not  try  to  remove  the 
cause  «f  their  troubles  until  their  financial  structure  is  broken  down 
and  they  are  in  a  serious  predicament. 

The  wise  farmer  will  see  that  banks  and  all  others  are  combin- 
ing their  resources  to  strengthen  their  economic  conditions  and  this 
should  be  a  lesson  sufficient  to  any  fair-minded  producer  that  there 
are  benefits  to  be  derived. by  cooperation. 

We  now  have  large  milk  cooperatives  and  dairy  marketing 
associations  about  practically  all  the  large  consuming  centers  of  the  • 
country.   Is  there  any  doubt  in  the  minds  of  producers  that  these 
organizations  are  not  performing  a  great  work  for  their  farmer  members. 

To.ke  the  case  of  the  Dairymen's  League  as  an  example.  Up  to 
1921  the  dairymen  of  New  York  State  were  receiving  only  condensery 
prices  for  their  fluid  milk.   Since  that  date  they  have  received  an 
average  of  '48-^  cents  per  hundred  more  for  their  milk  whether  it  was 
manufactured  or  sold  on  the  fluid  market.   Is, this  not  progress?  But 
all  this  time  the  sad  part  of  the  program  has  beeri  that  the  League  was 
holding  the  umbrella  over  thousands  of  other  farmers  who  unabashed 
allowed  them  to  take  care  of  their  surplus.   Let  us  hope  that  this 
condition  villi   not  always  remain  so.   Lot  us  hope  that  all  farmers 
around  a  given  milk  market  see  that  real  progress  will  only  come  when  the 
various  groups  see  the  advantage  of  getting  together  for  the  common 
good  of  all. 

Hundreds  of  thousands  of  dollars  annually  is  the  price  paid  by 
the  farmers  for  remaining  as  competitive  organizations  and  the  dealers 
who  are  themselves  working  together  are  with  few  exceptions,  striving  to 
keep  farm  groups  pitted  against  each  other.   Surely  present  conditions 
and  prices  should  open  the  eyes  of  all  those  interested  in  the  future 
welfare  of  agriculture. 

In  administering  the  funds  entrusted  in  our  care  by  the 
Agricultural  Marketing  Act  we  are  confronted  xvith  numerous  and  very 
perplexing  problems.   Paramount  among  these  is  perhaps  that  of 
cooperative  financing  and  the  fair  distribution  of  the  same  over  the 
entire  membership.   In  other  words,  making  the  commodity  bear  the 
burden  of  the  financial  structure.  . 
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It  must  be  clearly  borne  in  nihd  that  there  is  no  way  of  work- 
ing financial  miracles  through  cooperative  marketing  and  farmers  should 
be  taught  this  from  the  very  outset.   In  our  work  in  Washington  wo  have 
come  in  contact  with  many  cooperatives  whose  officers  have  tiriod  to 
perform  some  financial  contortions  that  either  had  or  eventually  would  . 
get  them  into  serious  difficulties.   Over-advancbs  to  members  on 
commodities  leaving  nothing  for  final  payment,  to  say  nothing  of  setting 
up  funds  for  operations  and  rcsorvos,  is  the  g-l^'oatest  mistake  that 
cooperatives  make.   Personally,  I  believe  that  this ' is  a  lack  of 
business  acumen  on  the  part  of  the  management  and  a  neglect  of  the 
proper  education  of  the  membership  by  the  officers.   It  is  easy  to  run 
a  cooperative  association  when  the  v/eathcr  is  fine  and  all  things  are  on 
an  oven  keel  but  wait  until  trouble  comes  and  then  it's  something 
different.   I  believo  in,  and  as  president  of  the  Twin  City  Milk 
Producers  Association  for  twelve  years,  have  practiced  the  policy  of 
keeping  the  membership  well  informed  in  all  matters  pertaining  to  the 
finances  and  marketing  of  the  farmer's  products.   If  your  association 
is  going  right  the  momborship  will  be  glad  to  know  it  as  there  is 
always  more  or  less  poison  being  spread  by  opponents  to  destroy  the 
loyalty  of  farmers  to  their  cooperative  associations.   If  you  are  going 
wrong  it  is  better  to  honestly  appeal  to  the  membership  for  advice  and 
assistance  than  to  smother  your  troubles  that  will  eventually  break  out 
to  plague  you,  if  not  to  entirely  destroy  you,  V.Tiero  price  alone  is 
the  goal  of  the  cooperative  and  service  is  not  considered  I  fear  for  the 
ultimate  outcome  of  such  a  program. 

If  deductions  for  working  capital  and  reserves  are  not  sot  up 
trouble  is  bound  to  occur  sooner  or  later.   On  a  rising  market  things 
will  go  all  right  for  a  time  (this  is  the  time  to  lay  aside  for  a  rainy 
day)  but  when  you  experience  a  continuous  decline  in  the  markets  over  a 
long  period  (such  as  we  are  passing  through)  that  is  when  the  test  of 
the  soundness  of  your  financial  structure  comes, 

I  want  to  call  your  particular  attention  right  here  to  the 
fact  that  because  of  lack  of  information  and  education  of  the  cooperative 
membership  many  organizations  go  on  the  rocks  for  the  very  reason  that 
they  have  been  paid  too  much  for  their  products,  have  spent  the  money 
and  have  allowed  the  personal  gain  to  wreck  their  association  and 
forever  destroy  its  usefulness  to  the  farmers.   Make  small  painless 
deductions  every  day  and  set  up  reserves  and  your  association  vdll  live 
and  thrive  and  the  membership  will  bo  proud  of  their  achievements. 

Farm  Board  funds  are  intended  to  assist  mr.rketing  associn.tions 
to  make  better  market  for  their  products.  Where  loaned,  supervision  of 
such  money  must  be  made  and  the  borrov/ers  will  always  be  asked  to  give 
a  stewardship  of  their  affairs  and  a  correct  accounting  of  its  uses. 
Our  work  in  this  direction  alone  has  meant  the  life  of  several 
institutions  that  were  floundering  along  in  an  aimless  way  and  were 
destined  to  failure. 
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•   ■•    Don't  let  the  attacks  being  made  on  the  Farm  Board,  hide  the 
real  issue  of  cooperative  marketing.   Those  working  to  defeat  the  efforts 
of  the  Farm  Board  are  under  cover  trying_  in  reality  to  defpat 
cooperative  marketing.   The  Farm  Board  did  not  Y^rrite  the  law— it  is  only 
administering  the  Agricultural  Marketing  Act  which  was  written  by 
Congress,  but  it  does  feel  that  the  law  is  a  good  one  and  '.7111  help 
agriculture  to  the  extent  farmers  are  willing  to  work  together..  It  is 
the  job  of  organized  agriculture  to  see  that  this  legislation  is 
protected  against  its  enemies,      -   ■ 
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REDUCING  FEED  DISTRIBUTION  COSTS 
Quentin  Reynplds    ....   . 
'G9ii.§ral,  Manager,  Eastern  States  Farmers'  Exchange 


At  this  Cooperative  Institute,  we  are  concerned  not  only  with 
lowering  the  cost  of  distributing  feed  "but  of  lowering  profits  included 
in  the  price  the  farmer  pays  for  feed  through  farmer  cooperative  action. 
The  question  being  viewed  from  the  consumer's  point  of  view,  I  take  it 
for  granted. that  what  we  are  to  discuss  is  lowering  cost  to  the  consumer 
and-not  lowering  the  cost  to. the  manufacturer. 

The  per  ton  cost  of  feed'is  significant  to  the  consuming  farmer 
only  when  the  producing  value  of  that  feed  is  properly  weighed,  A  group 
of  fanners  might  get  together,  and  buy  from  brokers  carloads  of  a  few  feed 
ingredients,  unload  them  into. a  shed,,  mix  the  ingredients  together, 
shovel  the  mixture  into  sacks,  and  have  a  feed  $10. a  ton  under  the  price 
of*  the  f§ed  their  local  dealer  is  offering.  Until  it  is  shown  that,  the 
feed  those  farmers  made  contained  ingredients  of  a  quality  which  com- 
pared favorably  as  feed  with  the  ingredients  in'the  dealer's  feed,  that 
the  mixture  compared  favorably  from  the  standpoint  of  buHc,  variety, of 
ingredients,  palatability,  protein  content,  etc.,  and  until  the  cost  to 
the  farmers  of ,thp  work  involved  in  their  effort  were  taken  into  account, 
it  could,  not  he,  s&id  that  thos.e  farmers  .through  cooperative  action  re- 
duced their  feed  cost  $10  a  ton.   The  farmer  requires  in  purchased  feed 
dependability. both  of. 'product  smd  source. of  product  at  the  lowest  price 
these  limitations  make  possible.   The  feed  purchasing  cQoperative  must 
meet  these  requirements. 

To  afford,  its  members  uniformly  dependable  feed,  the  coopera- 
tive purchasing  agency  must  be  capable  of  selecting  and  blending  the 
ingredients  which  make  feeds  uniformly  dependable  and  must  keep  up  with  . 
developments  in  animal  nutrition.   It  inust  perform. its  services,  at 
costs  farmers  .can  pay  from  the  proceeds  obtained  by  selling  the  commodities 
produced  from  the  grain  they  buy.   These  costs  must  be.  at  least  as. low  as 
the  costs  of  the  private  dealers  and  manufacturers  with  whom  the  cooperar , 
tive  competes  or  the  product  the  cooperative  purchases  for  its  members 
must  be  enough  better  in  terms  of  producing  value  to  offset  higher  costs. 

Vlhat  are  some  of  the  cooperat.iye  purchasing  association's 
distribution  costs  and  how  can  it  reduce  them? 
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Let  us  begin  vj-ith  the  executive  payroll.   To  the  executives  the 
farmer  members'  representatives,  the  directors,  entrust  the  task  of 
carrying  out  the  operations  of  the  organization.  Many  of  the  organiza- 
tion's policies  develop  from  the' actions  initiated  by  the  management 
when  carrying  out  the  few  simple  principles  first  established  by  the 
directors.  When  the  cooperative  sets  out  to  obtain  executives,  it  com- 
petes with  industries  organized  for  profit  through  sale  to  third  parties. 
Fortunately  there  are  men — lots  of  them — who  find  it  vastly  more  congenial 
to  use  their  talents  and  training'  iti  th6'  service  of  assisting  in  purchas- 
ing feeds  v;hich  v;ill  give  feeders  the  greatest  production  for  each  dollar 
invested  in  them  than  to  use  their  talents  and  training  to  produce  feeds 
which  will  meet  competition  and  still  give  the  feed  manufacturer  the 
greatest  net  profit  from  their  sale.   Against  this  advantage  which  the 
'cooperative  enjoys  must  be  placed  the  fact  that  ambition  and  love  of 
competition  are  the  sparks  which  fire  most  executives  of  ability.   The 
cooperative  cannot  offer  its  executives  the  opportunity  for  personal 
gain  through  stock  bonuses  as  do  the  private  companies  which  compete  with 
it  for  employees  as  vrell  as  for  patrons.   The  cooperative  executive  must 
take  his  reward  in  the  form  of  salary  and  in  the  pleasure  he  gets  out  of 
his  work;   The  executive  payroll  will  not  be  higher  for  cooperatives  than 
for  competitors  but '  it  should  be  about  as  high,  certainly  high  enough  to 
induce  capable  men  to  accept  the  responsibilities  of  the  position.  'The 
cooperative  can  meet  this  inevitable  item -in  distribution  cost  successfully 
only  by  spreading  it  over  sufficient  volume  to  make  its  burden  per  ton 
acceptable  to  the  consumer.  Experience  has  shovm  that  it  is  easier  for 
a  capable  executive  at  a  high  salary  than  for  a  mediocre  executive  at  a 
low  salary  to  accomplish  this. 

The  clerical  payroll  is  largely  a  management  problem  and  will 
balance  the  problem  of  giving  sufficient  service  to  cover  the  require- 
ments at  the  lowest  cost  consistent  therewith.  Here,  again,  efficiency 
is  all  important,  and  it  cannot  be  obtained  vdth  cheap  employees  or  by 
an  undermanned  force.  ■ 

Field  organization  is  a  vital  cog  in  distribution.   It  is  satis- 
factory and  economical  if  it  is  productive  in  extending  the  service  and 
it  is  the  opposite  if  it  is  not,  regardless  of  whether  it  costs  much  or 
little.   The  field  man  who  cost  the  Eastern  States  Farmers'  Exchange  most 
in  1930  for  salary  and  travel  v;as  responsible  for  the  development  of 
40,000-  tons  of  feed"  in  four  counties.  He  cost  the  Exchange  in  salary  and 
travel  17  cents  a  ton  oh  the  feed,  fertilizer,  and  seed  his  territory 
produced.  A  salesman  who  had  been  covering  that  same  area  for  a  feed 
company  and  v/ho  applied  to  us  for  a  position  informed  us  that  few,  if  any, 
of  his  co-workers  produce  5000  tons  of  feed  a  year  and  that  many  of  them 
produce  less  than  1000  tons.   The  traveling  costs  of  this  company's 
salesmen  are  as  high  as  are  the  traveling  costs  of  our  field  men  and  their 
salaries  are  in  the  same  range.   Their  costs  for  these  field  services  are 
high  and  ours  are  low  because  their  costs  are  carried  by  5000  tons  or 
less  and  ours  by  10,000  tons  or  more.   The  16  Eastern  States  field  men  in 
1930  averaged  14,000  tons  of  feed  and  had  time  to  place  more  than 
2,0U0,000  lbs.  of  seed  and  13,000  tons  of  fertilizer  beside  doing  a  lot 
of  other  work  which  is  part  of  cooperative  field  service.  Although  we 
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have  two  new  territories  this  year  producing  practically  nothing  as  yet, 
the  total  field  expense  to  date' is'.  3,5  cents  a  ton  less  this  year  with 
18  territories  than  it  was  last  year  with  16,  We  might  compare  field 
men  to  cows.  The  better  men  cost  more  but  if  they  have  a  worth  ijAiile 
service  just  as  if  the  better  cows  have  the  feed  they  can  do  the  most 
with,  these  field  meh  will  show  the  greatest ' return  over  cost  just  as 
these  cows  will  show  the  greatest  return  over  feed  cost. 

Advertising,  or  publicity,  is  expensive  only  if  it  is  not  pro- 
ductive.  Accounting  service  is  pure  outgo  unless  it  accomplishes  a  worth 
while  job,  anti  advertising  is. like  it.   The  only. safe  way  to  cut  adver- 
tising expenses  in  this  day  and  generation  is  to  make  it  so  much  better 
that  it  costs  less  per  unit  of  product  handled.  'To  cut  it  down  regard- 
less of  this  important  factor  merely  to  have  a  lower. advertising  bill 
would  be' like  firing  the  accountant  because  he 'is  not  directly 
responsible  for  bringing  iti  new  members. 

Smooth  operation  can  be  made  to. perform  economies  independent 
cf  tonnage.   For  example,  during  the  first  five  months  of  1931  six  of 
the  eight  classifications  of  expenses  in  the  Eastern  States  Farmers' 
Exchange  were  actually  less  in  dollars  than  they  were  in  1930  in  spite 
of  the  fact  that  all  of  the  departments  of 'the  Exchange  were  busier 
because  we  were  giving  a  more  complete  service  and  were  handling  more 
tonnage  in  1931  than  in  1930. 

Although  this  discussion  is  primarily  concerned  with  the 
-question  of  lowered  distribution  costs,  it  should  be  emphatically  pointed 
out  in  passing  that  the  farmer  obtaining  his  savings  is  interested . in  a 
total  lower  cost  of  service.  ^  Because  a  steady, flow  of  a  substantial 
tonnage  volume  materially  reduces  manufacturing  costs,  the  extra  cost  of 
an  aggressive  sales  policy  may  be  more  than  offset  by  savings  obtained 
in  the  manufacturing  department.   In  1926,  the  first  year  that  the 
Exchange  operated  its  own  plant,,  48:^9  cars  of  feed  v;ere  handled.   468  car- 
load orders  were  received;  in  Mai^ch,  485  in  December,  and  only  305  carload 
orders  were  received 'in  May,  ,the_.low  month  that  year.   In  1930,  802  car- 
load orders  were  received'  it\  •April  and  803  in  December,  and  708  carload 
orders  in  September,  the '.low  month  last  year.   The  total  'expense  at  , the 
mill  in  1926  was  |2,45  per' ton  .and  in  .1930,  .|2,ll  per  ton.   The  filling 
in  of  the  gap  betr/een  the  high  ^and  the  low  months  of  the  year  had  much 
■to  do  with  this  reducticn.''  However,  the  increase  in  volume  and  the 
maintenance  of  a  steady  tonnage  made  possible  a  most  comprehensive 
survey  of  manufacturing  cdst.s"  which  introduced  production  practices 
which  have  reduced  substantially  the  cost  of  handling  feed  through  the 
Exchange  mill  and  which  will' prove  inbreasingly  valuable  as  time  goes  on. 
During  the  first  four  mCnths  of  19^,1,.  the  inill  cost  was  $1,815  a  ton. 
The  advantage  which  this  bit..oi;.  management  made  pos.s.ible' could  not  have 
been.  .Urtdert.aken  had  the  initial  cost  of  the  survey   been  borne  by  a 
more  limited  volume  of  tonn.age,  nor  could  the  mechanism  for  putting  the 
finished  plan  into  execution,  a  mechanism  which  involved  intelligent 
supervision  and  the  installation  of  costly  machinery,  been  undertaken 
successfully  with  a  small  volume  of  tonnage  or  by  a  mill  management  less 
capable. 


The  local  representation  of  a  purchasing  cooperative  is  another 
vital  link  in  its  .distributing  set-up.   Many  a  cooperative  purchasing  pro- 
ject has  gone  on  th^  rocks  at  a  point  where  such  a  service  should  be 
strong  merely  because  the  man  locally  responsible  lacked  the  proper 
qualifications.   He  may  have  been  intolerant  and  unreasonable,  but  he  more 
probably  was  too  lenient,  careless  about  details,  and  incapable  of  build- 
ing confidence  in  the  service, 

I  remember  in  the  early  years  of.  Eastern  States  Farmers' 
Exchange  activity  attending  a  neighborhood  meeting  at  v;hich  the  influential 
members  of  a  car  door  group  were  discussing  the  service.   All  were  pleased 
with  the  feeds  and  with  the  smooth  way  in  which  the  local  representative 
had  handled  the  cars.  He  had  established  regular  service  and  the  farmers 
had  had  no  difficulty  in  estimating  their  requirements  when  he  solicited 
their  orders.   Finally,  one  man  said  that  he  thought  that  |1,50  a  ton 
was  too  much  to  pay  for  .the  local  handling.  He  said  he  hoped  that  the  old 
representative  would  continue  for  75  cents  a  ton,  but  if  not,  that  he 
would  be  glad  to  do  it  for  that  himself.   Quick  as  a  flash  one  of  the 
group  who  had  been  farming  long  enough  to  knovr  the  effect  of  that  sort  of 
an  argument  on  a  group  of  farmers  said  that  there  could  be  but  one  local 
r'epresentative  and  that  the  whole  service  depended  on  his  performing  all 
of  the  services  thoroughly.   He  said  that  each  thing  one  of  their  number 
had  done  profitably  in  the  past  had  been  ruined  by  price  competition  by 
the  others  and  that  cutting  the  handling  charges  on  Eastern  States 
service  would  result  disastrously.  He  said  that  since  they  were  getting 
better  feed  at  lower  cost  than  they  had  ever  had,  market  conditions  con- 
sidered, he  for  one  was  g.lad  that  one  of  their  number  found  the  distribu- 
tion of  that  feed  attractive  at  the  handling  charge  included  in  the 
Exchange  prices  and  hoped  that  the  m.eeting  vrould  let  that  representative 
go  on  handling-  the  feed  so  that  they  could  stand  a  chance  of  making  money 
out  of  their  poultry  flocks  and  dairy  herds  by  always  having  that  feed 
service  available.   The  meeting  backed  up  this  argument  unanimously. 

That  farmer  recognized  a  point  in  the  cooperative  purchasing 
program  which  too'  many  of  us  miss,  ^he  service  cannot  be  built  permanently 
on  a  plan  which  requires  continued  altruism  on  the  part  of  any  man  or  any 
group  of  men.  The  critic  of  the  Exchange's  regular  handling  charge,  like 
so  many  other  farmers,  failed  to  see  that  unless  the  handling  charge 
justified  the  local  representative  spending  time  assembling  ordisrs,  not 
v/hen  he  could,  but  when  he  must  to  insure  arrival  of  the  car  regularly, 
digging  up  new  prospects  to  replace  those  who  drop  out  for  various 
reasons,  and  financing  the  arrival  draft,  the  farmers  then  participating 
would  not  only  lose  the  75  cents  a  ton  this  farmer  wanted  to  save  them, 
but  would  lose  the  whole  service ^  What  applies  to  a  local  station 
applies  to  the  territory  as. a  wholcy  of  course.   The  cooperative  must  dig 
-for  business  in  the  interest  of  itsowners,  the  patrons,  just  as  the 
private  business  must  dig  for  business  in  the  interest  of  its  owners,  the 
stockholders. 
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Feed  being  purchased  for  conversion  into  milk,  eggs,  meat,  etc., 
should  carry  the  lowest  local  service  costs  consistent  with  getting  them- 
from  the  factory  to  the  farm  satisfactorily.   The  car '.door  system  of  dis- 
tribution fits  the  need  of  most  communities  in  which  the  volume  is 
sufficient  for  a  car  cf  feed  a  month.   The  farmer  has  storage  fac-ilities 
at  home  or  can  provide  them  more  cheaply  than. he  can  obtain  them  in  the 
village  or  to^wn.  If  the  needs  of  the  farmers  are  less' than  a  car  a 
month,  the  overhead  of  operating  a  feed  store,  whether  it  is  tacked  onto 
a  general  store  or  not,  is  higher  than  the^'cost  of  paying  for  six  weeks'  - 
or  two  months'  supply  and  taking  sajne  from  the  car.   In  the  community 
where  the  volume  of  feed  consumed  is  sufficiently  great  so  that  weekly 
car  door  service  is  pi*actical,  it'maybe  that  a  st«re  can  be  profitably' 
mainiained  to  supply  the  incidental  needs  of  the  mass  of  farmers,  thus' 
making  the  store  overhead  very  low  indeed  when  applied  agaihst  the  total 
feed 'used  by  each  farmer.  Vjfhen  there  is  a  shipment  each-week,  a  com- 
petent man  can  be  hired  full  time  at  a  wage  which  amounts  to  less  than 
the  Exchange  handling  charge  and  he  may  have  time  to  tend  store  a  limited 
number  of  hours  a  day  and  still  give  good  car  door  service^   The' 
Exchange  is  experimenting  with  just  such  a-  propesition  at  Grefeit    '   '   ■••  • 
Harrington,  Massachusetts,  and  in  einother  year  will  know  more  on  this  '  ' 
subject..  ■■■ -•  •.■'■'.•  •  ■  ,  ■   ■  ■ 

To- operate  a  store  eco'n'ottically,  the  volume' should  amount  to 
close  to  ^100,000  a  year.   In  most  sections' of  New  England,  this  means   ' 
that  to  operate  a  store  economically,  many  stations  with  a  total  usage  ' 
of  100  carloads  A   year  have' to  be  grouped  together.  This' in  turn  means 
that  what  the  members  servS'd  gain  by  store  Service,  many  of  them  lose  by  '■ 
increasing  their  haul  materially.   Contacting  as  we  do  many  local 
exchanges  which  give  store  service,  we  find  that  these  organizations   ' 
tend^to  force  their  members  to  use  the  store  and  usually  increase  the 
margin  to  the  car  door  purchaser  who  pays  cash-in  order  to  make  the 
store  profits  satisfactory.   It  being  the  province  of  the  cooperative 
purchasing  organization  to  loiver  costs  to  the -consumer,  rather  than  t« 
make  profits  out  of  a  store,  this  does  not  seem  to-be  a  proper  procedure  " 
and  the  Exchange  experiment  aims  to 'find  out  among  other  things  whether'  ' 
stores  can  be  operated  successfully  supplementing  rather  than  replacing 
oar'door  service.      .   .■  ,   '   .•    ■  .-  "       •.   ■  :   -^  ■  ; 

_  ^  -The  cash. principle  of  payment  should  certainly  be  maintained  ' 

m  delivering  goods  to  the  purchaser  member  by  the  cooperative.   There  '   ■' 
IS  no  better  time  to  pay  for  current  supplies  than  out  of  current  ■       '■"' 
receipts,  and  they  cost  less  paid  for  that  -way.  The  farmer  who  has  made 
a  practice  of  paying  up  at  time  of  delivery  is  in  such  shape  that  he 
can  obtain  temporary  credit,  from  his  bank  when  that  is  necessary,  and 
credit  so  obtained  is  inexpensive  and  legitimate.  '  "  ' 


The  advent  of  better  roads  and  of  motor  trucks  has  complicated 
the-,  car  door  cash  plan  somowlmt.  There  are  today  so  many  men  who  are 
buying  trucks  on  time,'  apparently  for  the  pleasure  of  riding  the  lumber- 
ing things'  ,and  keeping  out  of  other  work,  who  are  satisfied  if  they  can 
obtain  from  trucking  feeds  sufficient  money  to  buy  oil  and  gas  and  make 
monthly  pajrmonts  on  the  truck  that,  fewer  and  fewer  farmers  go  themselves 
to  the  car  for  their '  supplies .   The  good  representative  has  it  distinctly 
understood  with  his  constituents  that  they  should  pay  for  the  goods  'by 
mailing  their  chock  promptly  and  allows  members  to  take  feed  from  ship- 
ments only  after  the  previous  shipment  has  been  .settled  for  in  full..' 

I  hope  that  I  have  made  it  plain  that  a  purchasing  service 
which  (5an  and  will  compete  successfully  with  other  forms  of  distribution 
can  rsducc  costs  per  ton  chiefly  by  maintaining  substantial  volume,  and 
it  can  do  that  only  by  following  the  principles  which  will  give  it  that 
volume  at  low  cost- -hold  its  costs  doi/m  to  a  minimum  by  improving  methods 
and  by  building  quality  which  makes  those  savings  most  valuable  to  patrons. 
Just  as  it  is  necessary  to  judge  the  value  of  the  cost  of  the  various 
sei-vices  of  .distribution  by  the  service  involved  to  determine  whether  ■ 
lower  costs  are  worthwhile,  so  the  value  of  the  products  the  service  as 
a  whole  is  organized  to  distribute  must  be  taken  into  acccunt  to  get  at 
the  price  to  the  consuming  farmer  of  cooperative  feed  distribution. 

Suppose  dairy  rations  bought  through  the  dealer  are  costing  the 
farmers  of  ^^-ngor  |38  a  ton.  Assume  the  dealer's  costs  and  profit  amount 
to  10  per  cent,  •  Assume  the  coopei^ative  can  cut  that  cost  in  half,  if  the 
product  each  distributes  is  the  same,  the  cooperative  saves  the  farmer 
only  |1,95  a  ton.  To  the  farmer  who  feeds  a  pound  of  grain  to  three 
pounds  of  milk,  this  represents  a  saving  of  35  cents  a  cwt,  on  the  milk 
produced. 

But  suppose  that  the  coopei*ative  feed  on  which  distribution 
cost  is  half  that  of  dealer  feed  produces  a, little  more  milk  per  pound  of 
^oed  fed,  then  the  distribution  cost  in  terms  of  commodities  exchanged 
for  it  is  materially  lower.  Members  have  frequently  reported  that  .  , 
Exchange  dairy  rations  hare  made  $10  more  milk  to  the  ton  than  rations- 
costing,  about  the  same.   Some  have  found  that  the  extra  milk  produced 
paid  their  entire  dairy  grain  bill.  Because  of  the  low  price  milk  brings 
today,  this  feature  is  less  important  today  than  it  was  two  years  ago. 
Believing  that  tiis  is  the  most  vulnerable  point  at  v/hich  to  attack  feed 
costs  to  the  consumer,  the  Eastern  States  Farmers'  Exchange  while  working 
constantly  on  the  conventional  costs  on  v;hich  it  has  made  such  progress 
is  hammering  at  this  other  point. 

Let  mo  show  you  something  of  what  P.  A.  Campbell  who  has  charge 
of  that  branch  of  our  .activities  has  accomplished  along  these  lines. 

As  soon  as  it  became  evident  that  the  vitamin  potency  of  cod 
liver  oil  could  be  retained  in  manufactured  poultry  feeds,  it  became 
necessary  to  ascertain  the  quantity  required  to  give  protection  against 
rickets.  Having  found  that  out,  vre   had  to  find  out  the  type  v/hich  vrould 
give  that  protection  most  economically.  We  found  that  a  typo  of  cod  liver 


261 


oil  which  added  $2.70  to  tho  cost  of  a  ton  of  the  growing  mash  pro- 
duced" ^5,  2  "  lbs,  of  chick  to  100  lbs.  of  mash,  and  that  another  type  which 
added  only  $0.78'to  the  cost  of  a  tonof  growing  mash  produced  23,02  lbs. 
to  100  lbs.  of  mash'.  With'  broilers  at  25jz!'cents  a  lb.,  a  ton  of  the  more 
expensive  mash  pro  due  e'd  |126' worth  of  broileris  and  a  ton  of  less  expensive 
mash  produced  only' |116,10  worth  of  broilers.   The  superior  value  of  the 
more  expensive  mash  was  as  marked  in  the  development  of  pullets  for  a 
laying  flock  as  it  was  in  the  development  of  chicks  for  the  broiler 
market. 

'Ast6?iishing  results  have  been  obtained  comparing  the  value  to 
the  feeder'  of  various  mineral  combinations,  and  of  the  relative  feeding 
value  of  various  com  meal  products.  These  experiments  have  all  been 
conducted  to  answer  questions  practical  feeders  need  to  have  answered. 
The  answers  have  invariably  contradicted  the  plausible  claims  made  by 
concerns  interested'  financially  in  exploiting  certaiii  pieces  of  mer- 
chandise. Curiously  enough,  many  of  the  answers  have  shown  that  we 
should  use  an  article  on  which  the  first  cost  is  more.   The  argument  in 
favor  of  the  lower  cost  product  used  most  emphatically  has  been:   "Most 
of  the  feed  manufacturers  are  using  ours;  it  therefore  must  be  the  most 
profitable,"  And  again  the  point  that  profits  to  the  consumer  and  pro- 
fits to  the  manufacturer  are  frequently  in  conflict. 

Not  all  of  the  answers  given  us  by  our  research  department  show 
that  the  more  costly  ingredients  are  to  be  preferred  under  all  conditions. 
Here  is  one  which  shows  that  the  feed  cost  to  the  consumer  can  sometimes 
be  reduced  by  using  ingredients  costing  less  per  ton. 

Oat  feed  has  been  built  into  a  line  of  Exchange  dairy  rations 
which  are  standing  up  against  the  most  rigid  tests  the  practical  milk 
producer  can  give  them.   These  feeds  have  reduced  the  per  ton  cost  of 
feeds  to  members  and  have  maintained  the  production  per  pound  of  grain 
fed  for  the  members  who  have  used  them.   These  experiments  have  not 
proved  that  "The  l»wer  the  price  the  better  the  buy"  should  become  the 
rule  in  buying  feed.   They  have  shown  that  a  feed  plant  cooperatively 
owned  by  the  farmers  who  use  its  output  can  mix  for  them  feeds  containing 
ingredients  of  this  sort  with  profit  to  the  consuming  member  provided 
sufficient  care  is  exercised  in  blending  the  ingredients  to  insure  the 
qualities  which  make  good  dairy  rations.   It  has  driven  homo  the  fact 
that  low  priced  ingredients  priced  at  their  real  value  may  be  profitable 
to  feeders  when  those  same  ingredients  priced  at  the  value  of  the  higher 
ingredient  which  they  replace  are  not  a  good  buy  for  the  consiimer. 

Obviously  when  it  is  so  decidedly  worth  while  to  have  a  depart- 
ment attempting  to  keep  formulas  in  line  with  the  interests  of  the 
membership,  it  is  vital  to  have  facilities  economically  operated  but 
distinctly  adequate  for  testing  materials  and  building  them  into  feeds. 
Such  facilities  look  like  an  added  cost  of  distribution  but  they  are 
actually  an  investment  which  lowers  the  cost  of  feeds  purchased  by 
members  in  terms  of  the  value  of  products  into  which  they  are  converted. 
These  facilities  include  weighing  equipment  for  incoming  and  outgoing 
materials  and  laboratory  facilities  for  checking  purchases  and  formulas. 
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Knowing;' that  the  Exchange  will  take  delivery,  only  on  goods  which  measure 
UP  to  the  standards  set,  shippers  tend  to  send  the  Exchange  products  ^ 
which  grade  high  and  the  other  ingredients  drift  to  the  concerns  seeking 
bargains  or  vjhich,  ■  having  no  facilities  for  checking,  take  what  the 
shippers  send  thorn.   And  so  here  again  through  the  thorough  inspection 
incoming  ingredients  receive,  the  Exchange  probably  lowers  the  cost  to 
the  members  by  guarding  their  interests  at  this  important  point. 

Because  it  seemed  to  mo  that  the  subject  assigned  me  is  insepa- 
rably interlocked  with  the  whole  question  of  ccoperative  purchase  of 
feed,  I  have  used  the  shot  gun  rather  than  the  Springfield  rifle  to 
attack  it.   The  point  that  I  want  this  message  to  leave  with  you  is  this. 
The  purpose  cf  cooperative  purchasing  being  to  give  participating  farmers 
the  benefit  of  an  effective  buying  department,  no  step  should  be  taken 
toward  lowering  .costs  which  lowers  the  purchasing  povror^of  the  members' 
production  and  every  step  should  be  taken  which  raises  it. 
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REIATIONSHIP  OF  DIFFERENT  AGENCIES  IN  THE  FARM  MARKETING  PROGRAM 

Frederick  V.  ?\raugh 
.  ,         Executive  Secretary,, of  the  , 
.Neav;  E;i?^gland  Research  Council 'on  ^iarketing  and  Food  Supply  ..  . 


The  New  England  farm  marlceting  program  is  approaching  its  fifth 
birthday,  .The  first  steps  were  taken  to  outline  the  plan  in  the  fall  of 
1926,   It  took  about  a  year  after  the  plan  was  outlined  to  lay  the  legal 
groundwork  and  to  begin,  the  application  of  the  plan.  Thus  the  idea  is. 
^f ive  years  old,  and  its  practical  application  is  about  four  years  old. 
During  these  years  the  program  has  groxra  -  perhaps  slowly  -  but  certainly 
steadily  and  contrnuou.sly..  Each  year, there  has  been  a  demand  for  New. 
England  grades  on  additional  products;  each  year  there  has  been  an 
increase  in  the  number  of  farmers,  .using  the  New  England  grades  and  the 
New  England  label;  and  each  year,  the'.^Tolume  of  graded  and  labeled  pro^ 
ducts  has  increased.  ,.  A  report,  of,  the  New  England  Association  of  Market- 
ing Officials  dated  June  1,  19?1  shows  that  about  1700  individuals  are 
using  the  New  England  grades.  About  six  million  labels  have  been  sold, 
■indicating  that  about  six  million  packages  of  New  England  farm  products 
have  gone  to  our  markets  during  the  past  four  years  graded 'to  official 
New  England  standards  and  identified  as  to  their  quality  and  origin, 

I  believe  that  ,this  morning's  program  was  arranged  for' -two  . 
purposes.  The  first  purpose'  is  to  .subject  the  whole  marketing  program-, 
to  the  critical  analysis  of  economists  and  marketing  specialists  in 
order  that  it  maybe  directed  along  soiind  lines.   The  second  purpose  is 
to  work  out  a  plan  of  procedure  to  be  followed  in  the  coming  years  in 
supervision  and  investigation,  in  education,  and  in  research.  It  is 
probably  time,  for  the  v/hole  progroin  to  be  reconsidered  from  these  angles. 
Five,  years'  experience  should  bo  enough  to  indicate  ifrhether  or  not  the 
program  has  merit.   If  it  has  no  merit,  it  would  be  well  to  drop  it  now. 
If  it  lias  merit,  a  review  of  its  development  during  it  ho  past  five  years 
'may  indicate  certain  policies  which .sl^ould, be  followed. 

First,  then,  has  the  program  some  merit?  I  do  not  think  we 
need  to  take  much  time  to  answer  this  question.   The  competition  today  in 
our  markets  bot^Teen  the  .best  of  our,  local ly,,grovm  products  and  the  highly 
standdrdizod  products  of  the  west  and  the  south  cortainly  has  not  ■ 
diminished  since  Mr,  Munson  described  ,it-,  so  forcefully  at  the  first  New 
England  marketing  conference.  How  can  the  New  England  grower  meet  this 
competition  and  continue  to  hold  at,  least  a  part,  .of  .tho  market  for  pro- 
ducts of  high  quality?  Cortainly  any  plan  adopted  by  the  Now  England 
growers  must  be  based  on  satisfying  the  market  demands  with  regard  to 
quality,  uniformity,  and  volume.   Some  kind  of  grading  program  is  a 
necessary  part  of  the  plan.  Moreover,  the  plan  has  already  demonstrated 
its  value,  I  believe,  in  the  case  of  certain  commodities  such  as  eggs, 
turkeys,  and  maple  products.   I  hope  there  will  be  time  for  some  of  the 
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marketing  officials  who  are  here  to  tell  us  about  the  progress  with  some 
of  these  commodities.   I  shall  not  attempt  to  do  so  except  to  point  out 
that  at  the  present  time  about  900  individuals  are  using  the  egg  grades, 
320  are  using  the  grades  for  maple  products,  and  240  used  the  turkey 
grades  last  fall.   It  is  not  necessary  to  demonstrate  that  the  grading 
program  has  revolutionized  the  marketing  of  New  England  products,  I 
doubt  if  any  of  us  expected  such  a  thing.  The  important  fact  is  that 
substantial  improvement  has  been  made  in  the  grading  and  marketing  of 
certain  products  and  I  believe  the  marketing  officials  can  show  us 
pretty  definitely  that  the  market  for  these  products  has  been  improved 
by  the  use  of  the  grades  and  labels. 

If  this  much  is  granted  it  seems  to  me  that  our  next  job  is  a 
critical  analysis  of  the  program  as  it  has  developed  thus  far  in  order 
to  point  out  its  weaknesses  and  its  limiting  factors  and  to  suggest 
policies  to  make  the  program  more  successful.   I  intend  to  discuss  cer- 
tain aspects  of  the  program  \vhich  I  think  need  to  be  developed  and  to 
'indicate  ways  in  which  various  agencies  might  fit  into  the  program. 
Before  doing  so,  however,  I  think  I  should  pay  my  respects  to  the  state 
marketing  officials  who  have  been  largely  responsible  for  the  develop- 
ment of  the  program  so  far.  The  extension  specialists  who  are  present 
can  perhaps  appreciate  that  it  is  a  pretty  fair  sized  job  for  six 
marketing  specialists  to  set  up  and  supervise  a  system  of  grades  and  to 
get  1700  men,  most  of  whom  have  had  no  experience  with  standard  grades, 
to  use  them.  No  doubt  there  is  plenty  more  to  do  in  order  to  organize 
our  marketing  effectively,  but  it  seems  to  me  that  the  marketing 
officials  have,  during  the  past  five  years,  done  their  job  thoroughly 
and  well,  and  that  our  criticism  should  not  be  of  the  fault-finding  type, 
but,  rather,  should  be,  so  far  as  possible,  helpful  suggestions  for 
further  improvements  in  the  good  work  already  being  done, 

I  would  like  to  make  a  few  suggestions  and  hope  that  some  , of 
them  will  be  discussed  further: 

One  of  the  limiting  factors  in  the  present  program  is  satis.-, 
factory  inspection.  A  marketing  official  writes,  "This  spring  there  was 
a  thirty  per  cent  increase  in  the  number  of  producers  applying  for  th^ 
use  of  the  Quality  Label.  Such  increases  are  sufficient  to  make  us  con- 
'cerned  about  inspection  responsibility.  With  our  present  budget  and  man 
power  it  would  not  seenj  that,  we  should  worry  about  the  extension  of  our 
program". 

Clearly,  if  the  program  is  to  be  developed  much  further,  means 
must  be  found  to  finance  a  greater  amount  of  inspection  and  supervision 
both  at  the  farm  and  dn  the.  market.  Possibly  the  price  of  the  labels  ; 
can  be  gradually  increasGd  to  take  care  of  some  of  this  work.  Otherwise, 
unless  greater  appropriations  o.re  made,  the  limit  of  proper  expansion 
may  soon  bo  reached.     . 
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A  Slew  England  director  should  be  appointed  to  have  general 
supervision  over  the  grading  and  standardization  program.   The  most  impor- 
.tant  function  of  this  director  vfould  be  to  have  charge  of  the  inspection 
of  graded  and  labeled  products  shipped  from  one  New  EngLand  state  to 
another.  At  the  present  time  there  is  no  provision  for  inspection  after 
the  product  has  crossed  the  state  borders.  Such  a  Kew  England  director 
could  also  be  of  great  help  in  setting  up  new  grades  and  in  revising  old 
grades.   In  a  feW'  cases  the  grades  v/hich  have  boon  set  up  have  not  been 
identical  in  all  states.   I  believe  they  should  be  made  so  for  any  pro- 
duct using  the  label  and  that  a  Kovit  England  director  would  help  to  keep 
the  grades  uniform.   The  New  England  director  should  also  be  able  to  do 
some  educational  and  publicity  work,  •■ 

I  realize  that  this  means  putting  some  additional  money  into 
the  grading  program,  but  I  belipvo  such  a  development  is  necessary' and 
Virill  become  increasingly  important  as  the  program  progresses.   Somebody 
must  have  legal  authority  to  inspect  any  product  marketed  under  the  Now 
England  label  in  any  market  in  New  England  regardless  of  the  origin. 

The  cooperation  of  both  the  research  and  the  extension  agencies 
is  very  much  needed  in  working  out  local  marketing  programs  in  coopera- 
tion with  the  marketing  officials.   To  merely  broadcast  an  appeal  for 
farmers  to  grade  their  products  is  inof foctivo.'  Farmers  must  understand 
their  ovm  marketing  conditions  before  they  can  improve  them  and  they  must 
understrijid  the  grades  before  they  use  thorn..  The  County  Agent  in 
Middlesex  County,  Massachusetts,  told  at  the  last  Institute  meeting  of 
the  organization  of  the  Middlesex  County  asparagus  growers.  I  believe 
there  is  plenty  of  opportunity  for  county  agents  and  extension  and 
research  specialists  in  marketing  to 'do  similar  work  all  over  Mew 
England,  mich.  more  effective  work  can  bo ,  done  with  groups  who  arc  study- 
ing their  ovm  conditions  than  can  be  done  with  a  large  number  of  scattered 
individuals. 

The  folloviing  is  a  quotation  from  a  recent  letter  written  by 
one  of  the  marketing  officials,  "l  fool  that  up  to  the  present  time  but 
a  small  part  of  our  producers  have  a  comprehensive  grasp  of  the  Nev^r 
England  marketing  program.  Only  a  fevj-  individual  storekeepers  know  what 
it  is  about.-  I  am  sorry  to  say  that  I  laave  no  doubt  that  f ew  v.'ho  are 
receiving  the  label  on  their  products  have  a  grasp  of  ivhat  it  all  means". 

It  seems  to,  mo  that  this  marketing  official  is  recognizing 
the  most  serious  limitation  to  the  v;hole  program  -  that  of  educating 
groups  of  producers  to  understand  their  local  marketing  situations.  This 
limitation  can  bo  .overcome  only  by  a  long  tim.e  program  involving  both 
research  cjid  extension  work, 

A  series  of  long  tmo  research  projects  is  needed  as  the  basis 
for  sotting  up  and  chrjiging  requirements  for  grades.  Any  good  system  of 
grades  should  be  based  on  kna;m  facts  concerning  market  preferences  and 
market  premiums  for  quality  and  on  facts  concerning  methods  of  controlling 
quality  by  the  proper  technique  of  production  and  grading.   Tha  state 
marketing  divisions  cannot  possibly  got  all  the  facts  needed  along  these 
lines.  Some  of  the  state  colleges  have  recently  carried  out  projects 


dealing  with    some  of  thoso   questions.      More   such'  studies   are  needed, 
hovrever.      Some   of  the  present  New  England   grades  have  been  established 
without  careful   study  of  market   requirements.      The   identity  of  the   graded 
products   should  be  maintained  to  the   consumer.      The   greatest   success   in 
the   grading   program  so  far  has  been  in  the   case   of  eggs  which  are 
ma.rketed  in  sealed  and  labeled  cartons;    maple   products   in  labeled  bottles 
and  packages;    and  turkeys  with  a  lo.bcl   on  each  bird.      In  each   case  these 
local  products  have  a  good  reputation  to    start  with.      The   label  in  each 
case  goes  through  to  the   consumer  and  certifies  that  the   products   really 
vj-ere  grovm  locally  and  that  they  meet  the  official  requirements  for 
quality,  .  . 

The   cooperation  of  dealers   and  chain  stores   is   important   in  a 
program  of  this   kind  and   should  be  fostered  by  both  the  marketing 
officials   and  the   extension  agencies.     An  exrjnple   of  the   possibilities   of 
such  cooperation  is  an  agreement  made   recently  bet'jVfien  the  Atlantic 
Commission  Company  and  vegetable   growers   in  Dighton,   liassachusetts,   by 
v/hich  the  Digliton  growers  will   grade  their  vegetables  according  to 
official   stcjadards   and  sell  a  largo  part   of  them  through  the  Atlantic 
Commission  Company,    . 

In  closing,    may  I   say  that   some  of  the  marketing   officials 
feel  that  the   state  colleges  have  not  taken  the  marketing  program  veiy 
seriously,   but  have  looked  at   it   as    sort   of  a  harmless  hobby  of  the   state 
departments.      I  Icnow  that  this  feeling   is  not   justified  in  all  cases  but 
it  has   some  truth  in  it.      There  are   advantages  to-  a  division  of   labor 
among   our  many  agencies,    and  when  the   divisions   of  markets  undertook  to 
get  the  marketing  plan   started,   many  of  us  may  have  felt  that   it  was   in 
good  hands   and  that  we   could  turn  most  of   our  attentions  to   something 
else,      I  think  we   should  rid  ourselves   of   such  feelings   as   quickly  and 
as  thoroughly  as  we   can. 

Six  marketing  officials,    all   of  virhom  have  other  work,    cannot  do 
much  more  than  the   inspection  and   regulatory  work  which  is  essential  to 
the  Yvhole   program.      Last  month  I  attended  one   of  the  marketing  officials 
meetings.      In  discussing  their   current   problems   these  men  were   looking 
for   several  facts   about  iTiarket   preferences    -  for  example,  -what  weight   of 
oggs   arc   preferred   in  different  markets  at   different  times   of  year  and 
how  r.uich  premium  is   paid  for   size.      Several  times   local   problems   of  pro- 
ducer  organization  and  education  were  discussed.      The  marketing 
officials   are   realizing  thrit  they  cannot  do  the  best   possible  job   on  this 
program   if  they  attem.pt  to  do   all   of  the   research  and   educational  work 
which   is   necessary.      I  believe   they  are   eager  for  the   other  agencies  to 
take   as   active  a  part   in  the   prograin  as  they  can. 
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THE  lam   ENGLAND  FARM  ^lAPJ^STING  PROGRAM 
Discussion  from  Viewpoint  of  a  Marketing  Official 
Daniel  J.  Curran 
Legal  Advisor,  Massachusetts  State  Department  of  Agriculture 


The  Department  of  Agriculture,  through  its  Division  of  Markets, 
is  proceeding  effectively  but  cautiously  in  the  development  of  the 
marketing  program  of  farm  crops-.  We  believe  it  is  advancing  surely  but 
not  too  rapidly  tovirard  the  objective  of  expanding  this  program. 

We  have,  as  you  all  kno\v,  splendid  markets  in  Massachusetts 
for  the  sale  of  fann  products,  and  our  farmers,  for  generations,  have 
relied  upon  these  markets  and  prospered,  and  nov^  it  seems  that  farmers 
from  every  agricultural  section  of  the  United  States, are  relying  upon 
these  same  markets  and  expecting  to  prosper. 

Competition  on  our  larger  markets  is  grooving  stronger  each 
year  and  our  large  producers  who  are  shipping  into  these  markets 
realize  only  too  vrell  that  their  marketing  program  must  develop  along 
certain  definite  lines  that  will  permit  them  to  meet  this  competition  ■' 
and  dispose  of  their  products  wi.th  enough  profit  to  continue  in-  the 
business  of  farming  for  a  living. 

Our  Division  of  ^iarkqts  foresaw  many  of  the  resulting  effects  • 
of  an  increasing  competitive  market  and  estimated  the  present  situation 
long  in  advance  of  most  producers  of  farm  crops.  Definite  plans  xvere 
outlined  and  you  are  aware  of  steps  that  have  been  taken  to  put  into 
practice  a  marketing  program  that  would  react  to  the  benefit  of  all  of 
our  New  England  States. 

However,  if  there  is  one  basic  principle  more  than  others 
that  our  director  of  Markets  tried  to  impress  upon  my  mind  and  desired 
that  I  convey  to  this  meeting,  it  is  this-  .that  we  are  committed 
definitely  to  the  building  of  a  safe  and, sound  foundation  for  our  whole' 
marketing  structure  and  until  \ie   are  satisfied  that  our  foundation  is 
secure,  that  any  weak  parts  have  been  strengthened,  that  the  preliminary 
ViTork  has  been  given  an  adequate  test  and  found  strong  and  stable,  we  are 
not  prepared  to  gamble  on  an   expansion  that  might  lead  to  many  embarrass- 
ing situations. 

When  our  Farm  Products  Law  became  operative  in  1927,.  many  of 
our  producers  shipping  in  volume  into  our  larger  markets,  requested  the 
Department  of  Agriculture  to  establish  and  promulgate  grades  on  eggs, 
strawberries,  asparagus,  bunched  beets,  carrots,  radishes  and  turnips, 
and  after  the  establishment  of  these  grades  they  requested  the  right  to  ' 
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use  the  New  England  label  on  these  graded  products.  The  request  was 
fronted  and  thf  start  was  ...de.   The  volume  .of  labels  used  on  eggs 
S;aragus  and  strawberries  has  grown  from  year  to  year  and  we  belxeve 
that  a  representative  group  of  our  producers  are  nov.  using  that  label  ^^ 
obtaining!  in  most  instances,  a  premum  price  on  their  qualxty  products. 

Our  insTDectors  have  been  busy  policing  the  grades  and  use  of 
the  label  and  to  our  mind  if  there  is  one  factor  more  than  all  others 
that  will  determine  the  success  of  a  marketing  program  calling  f or_the 
identification  of  quality  farm  products  by  the  use  of  a  label,  it  is 
efficient,  adequate  and  uniform  inspections. 

It  is  quite  natural  that  our  inspections  during  these  initial 
years  should  mean  more  than  the  mere  exercise  of  a  police  power,  and  wo 
Lve  emphasized  .and  mpressed  upon  inspectors  the  necessity  and  the 
importance  of  educational  work.  A  liberal  amount  of  patience  ana  a  great 
amount  of  schooling  has  been  necessary  in  some  cases  to  bring  about  a  _ 
SanSard  or  grading  that  was  satisfactory  and  would  permit  the  contmuioig 
use  S  the  iSel.  ^Detailed  reports  have  been  submitted  by  the  inspectors 
showing  the  various  reasons  why  certain  packs  of  farm  products  did  not 
meet  the  grade  requirements  and  could  not  bear  the  New  Engird  lab.l. 
?hese  reports  constitute  the  basis  of  an  important  study.  Cn.r  require- 
ments maj  be  high;  our  requirements  may. not  be  in  keeping  with  market 
demand;  or  our  requirements  may  be  ambiguous  and  may  need  revision. 

All  of  our  grades  resulted  from  the  best  thought  available 
among  our  producers,  agricultural  specialists  and  distributors  and  such 
studies  at  hand  relating  to  consumer  demand.  Time,  ^J^P^^*;°\^^^^^^ 
experience  are  important  factors  in  bringing  to  our  attention  the  need 
for  changes  so  that  the  entire  marketing  program  may  be  operated 
effectively.  We  not  only  need  a  satisfied  producer,  but  our  distributors 
and  consumers  must  be  able  to  see  clearly  a  benefit  to  them  or  we  fail 
to  receive  their  cooperation. 

I  have  spoken  to  you  briefly  about  the  initial  phases  of  our 
marketing  activities  in  Massachusetts.   The  best  evidence  that  we  have 
of  the  marketing  serum  taking  or  the  best  indication  we  have  that  out- 
producers  are  not  immune  to  cooperative  effort  is 'the  fact  that  for  the 
past  t.vo  years,  requests  have  been  made  by  different  comodity  groups 
?or  the  establishment  of  grades  and  the  right  .to  use  the  New  England  on 
the  grades  so  established. 

The  tomato  growers  in  Bristol  County  organized  a  cooperative 
association  and  are  marketing  tomatoes  under  the  New  England  label.   The 
project  has  been  successful  from  the  beginning  and  during  the  marketing 
season  last  year,  they  received  a  premium  on  their  quality  grade 
identified  by  our  New  England  label.  They  are  entering  into  this^ 
season's  activity  with  a  greater  amount  of  confidence  and  are  hoping  to 
increase  the  value  of  tomatoes  packed  and  sold  under  the  quality  label. 
The  identification  of  our  turkeys  for  the  past  two  years  presents  an 
interesting  study.  The  turkey  growers  have  not  organized  m  fact,  but 
they  have  gotten  together  upon  a  common  ground  and  are  convinced  that 
the  success  of  their  agriculture  enterprise  is  contingent  upon  the  pro- 
per identification  of  their  Massachusetts  grown  turkeys.  All  ol  our 
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turkey  men  who  sold  their  native  grovm  "birds  last  year,  received  a  sub- 
stantial premium  over  and  above  the  general  market  price.  Even  our 
certified  breeders  of  poultry  stock,  baby  chicks  and  hatching  eggs  have 
appealed  to  us  for  the  establishment  of  certain  grades  and  the  right  to 
use  the  New  England  label  on  their  breeding  stock  and  baby  chicks  and 
hatching  eggs,  and  the  Department  of  Agriculture  granted  the  right  to 
use  the  label  and  is  now  employing  a  man  specially  trained  along  poultry 
lines  to  inspect  the  poultry  flocks  in' the  State  with  reference  to  the 
certification  of  these  flocks  on  the  basis  of  specific  grade  require- 
ments .  •  ' 

•    It  'has  been  our  belief  that  the  producers  of  farm  products  in 
the  State  of  Massachusetts  vfill  fall  in  line  on  a  general  marketing  pro- 
gram when  the  need  is  apparent.   It  has  not  been  our  policy  to  enter 
into  any  gigantic  promotional 'activity  lest  our  appeal  for  a  great 
■expansion  in  this  movement  be  interpreted  by  some  producers  to  mean  that 
a  greater -reward  is  in  store  for  them  than  could  ever  be  received  in  our 
present  competitive  markets.  The  natural  development  that  has  taken 
place  would  tend  to  indicate  that  our  large  producers  who  are  shipping 
into  our  large  miarkets  \vill  gradually  fall  in  line  with  a  marketing  pro- 
gram calling  for  economic  production  of  quality  products,  cooperative 
sales  and  distribution  and  the  use  of  a  distinctive  label  for  advertising 
and  identifying  their  quality  product. 

I  have  dwelt  principally  >dth  our  larger  markets,  mainly, 
Boston,  Worcester  and  Springfield,  but  we  have  in  the  Stat©  of 
Massachusetts,  at  least  50  local  markets  ivith  a  population  of  from  10,000 
to  50,000  consumers;  we  have  9  markets  with  a  population  of  from  50,000 
to  100,000  consumers;  and  we  have  6  markets  with  a  population  of  from 
100,000  to  200,000  consumers.  Now  it  is  upon  these  local  markets  that 
we  find  our  producers  have  studied  the  local  consumer  demand  and  are 
disposing  of  their  farm  products  graded  to  meet  that  demand  vathout  too 
much  difficulty,  and  when  it  comes  to  a  New  England  marketing  program, 
this  type  of  producer  is  slow  to  respond  to  an  appeal  that  he  feels  is 
of  less  consequence  to  his  local  market.  l/¥e  have  not  urged  this  type  of 
producer  to  accept  the  New  England  label  as  a  "cure-all"  for  any  evils 
that  might  effect  his  local  market  because  we  cannot  see,  perhaps,  whore 
the  use  of  the  label  v/ill  have  any  direct  bearing  upon  the  price  that  he 
receives  for  his  farm  product  and  a  greater  price  is  what  ho  wants  and 
what  he  would  expect  if  we  prevailed  upon  him  to  enter  into  our  bigger 
marketing  program.  Eventually,  vie   do  feel  th3.t  the  local  farmers  will 
study  the  marketing  situation  and  mth  the  different  leads  that  the 
Division  of  Markets,  the  Extension  Service  and  County  Agents  are  con- 
stantly preparing  for  them  will  arrive  at  the  conclusion  that  their 
interest  will  be  better  served  by  cooperating  with  their  fellow  producers 
upon  a  State  wide  or  even  a  New  England  vdde  marketingpprogram. 

But  in  concluding  my  remarks  upon  marketing,  lot  me  call  to 
your  attention  that  the  work  of  ou.r  Division  of  Markets  in  developing 
and  expanding  this  program  of  marketing  will  bo  made  much  easier  vfhen  the 
grade  requirements,  the  inspection  service  and  the  value  attached  to  the 
same  quality  of  farm  product  upon  the  same  market  is  made  more  uniform. 
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We  have  a  situation  in  Massachusetts  that  is  being  devoloped 
at  the  present  time  vxith  reference  to  the  marketing  of  eggs.   It 
originated  in  the  western  part  of  our  State  where  the  producers  were 
possibly  disturbed  by  the  presence  of  eggs  with  the  Nev;  England  label  on 
the  Springfield  market  at  prices  lower  than  they  desire  to  sell  their 
eggs  of  the  same  quality.  These  producers  orgojiized  a  Bay  State  Egg 
Producers'  Association  and  planned  an  extensive  advertising  campaign  for 
Bay  State  eggs.   They  have  incorporated  a  miniature  Kev/  England  label  in 
their  association  label  in  order  that  their  grades  might  be  policed  by 
State  inspectors.   The  formation  of  this  organization  and  the  progrDjn  of 
work  that  thoy  have  planned  seems  to  indicate  that  when  a  program  of 
marketing  under  the  New  England  label  loses  its  appeal  bocause  of  lack 
of  uniformity  of  some  fundamental  factor,  rival  marketing  programs  ^."111 
spring  up  in  different  States  or  certain  sections  of  these  States  that 
the  greater  program  is  expected  to  serve.   The  Department  of  AgriculturG 
of  Massachusetts  has  definitely  committed  itself  to  work  v;ith  the  other 
New  England  States  in  the  development  of  a  marketing  program,  and  we 
hope  that  eventually  wp  can  convince  the  majority  of  our  producers  that 
a  marketing  prpgrrjii  wherein  Massachusetts  v;orks  in  close  unity  with  all 
her  sister  States  in  Kev;  England  deserves  their  continuing  support. 
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THE  NEW  ENGIAIJD  FARM  MRKETIHG  PROGRAM  (CONTIJIUED) 
Discussion  from  Viewpoint  of  a  Research  Worker 
R.  B.  Corbett 
Agricultural  Economist,  Rhode  Island  Experiment  Station 


Research  workers  as  a  rule  are  impudent  sort  of  fellows.   They 
are  apt  to  have  long  noses  which  they  poke  into  first  one  problem  and 
then  another.  As  they  go  searching  into  this  or  that,  they  may  keep 
mumbling  (often  times  to  themselves)  "^/Jhat  are  the  facjbs?" 

?Jhen  it  comes  to  the  New  England  Farm  Marketing  Program,  the 
research  worker  is  not  the  only  one  who  is  asking  "¥/hat  are  the  facts?" 
In  Rhode  Island,  at  least,  the  farmers  have  begun  to  ask  this  question. 
There  are  tvro  organizations  of  vegetable  growers  in  Rhode  Island  and 
their  meetings  afford  an  opportunity  for  the  men  to  discuss  their 
problems.   In  the  last  year  or  two  there  has  hardly  been  a  meeting  of 
these  market  gardeners  that  has  not  degenerated  (or  possibly  risen)  into 
an  acrimonious  argument  as  'to  the  advisability  of  grading  so  that  the 
Nev:  England  label  could  be  used.  These  prolonged  arguments  .have  caused 
the  grcr/iovs   to  ask  "\',Tiat  are  the  facts?"  and  thus  the  research  worker  is 
brought  into  the  program.         '  .  ■   '   : 

As  the  research  worker  endeavors  to  shake  his  mind  loose  from 
land  utilization,  what  makes  the  price  of  milk,  or  the  last  problem 
which  the  extension  men  said  should  be  studied,  he  asks  abstractedly: 
"i/i(hat  is  the  purpose  of  this  New  England  Farm  Marketing  program?"  After 
hearing  considerable  explanation  he  grasps  the  idea  that  the  program 
centers  around  more  exact  grading  and  the  use  of  a  single,  official 
label.   The  latter  is  to  identify  the  graded  products  and  to  form  the 
basis  for  advertising.  The  u-ltimate  aim  is  to  make  New  England  agricul- 
ture more  prosperous,  and  this  means  increasing  the  income  on  individual 
farms.   The  means  by  which  this  aim  will  be  attained  are:   first,  the 
holding  of  New  England  markets  by  and  for  Nev/  England  producers;  and, 
second,  the  building  of  a  demand  for  graded  products  which  will  result 
in  a  price  pi-emium  large  enough  to  pay  all  the  costs  involved  and  yield 
an  increased  net  return  on  the  farm. 

The  research  worker  begins  to  scowl.  He  has  finally  gotten  his 
mind  off  of  land'  utilization  ond  what  not,  and  is  beginning  to  poke  into 
these  "means".  'It  occurs  to  him  that  the  first  one — holding  Nevj-  England 
markets— divides  products  into  two  classes.  Around  most  New  England 
centers  some  products  are  grovm  in  sufficient  quantity  to  flood  the 
market  throughout  much  of  the  local  season.  Spinach,  beets,  carrots, 
cucumbers,  sweet  com,  tomatoes  and  others  fall  into  this,  class.  Then 
there  are  products  like  iceberg  lettuce,  eggs,  apples,  potatoes,  etc.. 


which  meet  competition  from  distant  areas  regardless  of  the  season  and 
the  volume  of  local  product.   If  products  naturally  fall  into  these  tivo 
marketing  classes,  should  they  both  be  handled  in  the. same  way?   In  one 
case  the  competition  is  that  of  New  Englander  against  Hew  Englander, 
while  in  the  other  it  is  primarily  that  of  the  New  Englander  versus  the 
distant  shipper.  This  seems  like  a  rather  complicated  problem;  so  the 
research  worker  decides  to  put  it  off  until  tomorrow.  . 

The  second  "means"  is  that  of  obtaining  a  sufficiently  high 
premium  to  pay  all  of  the  costs  and  yield  an  increased  net  return  to  the 
farmer.   There  are  two  factors  involved  here.   One  is  the  premium  which 
the  market  will  pay  and  the  second  is  the  additional  cost. 

The  premium  which  any  market  will  pay  is  highly  theoretical. 
Dr.  Waugh  has  given  us  some  real  information  on  certain  products  in  the 
Boston  market.  His  work  showed  those  quality  factors  which  actually 
commanded  a  premium  during  the  period  studied.   There  is  little  doubt 
that  the  factors  which  will  bring  premiums  vary  bet^veen  markets.  Boston 
paid  a  premium  for  long,  green  stalks  of  asparagus.  Providence  prefers 
a  short  tip  regardless  of  color.   Then,  too,  the  economic  v^rorld  is  a 
changing  one.   The  world  is  sick  today.  We  call  the  disease  depression 
and  its  cause  economic  maladjustm.ent.   The  question  which  confronts 
everyone  is:   "Wlien  will  the  vrorld  recover?"  Many  students  feel  that 
prosperity  such  as  that  enjoyed  early  in  1929  will  not  be  seen  again  in 
this  decade  and  probably  not  in  the  next.  If  this  gloomy  forecast  is 
correct,  will  our  markets  pay  premiums  for  the  same  quality  factors 
which  brought  premiums  in  the  prosperity  follovfing  the  virar?  No. one  can 
answer  this  question.   The  research  worker  must  obtain  data  to  show 
what  is  taking  place. 

This  leaves  the  question  of  the  costs  involved.   To  co^ipletely 
determine  theso  it  is  probably  necessary  to  go  to  the  crop  in  the  field 
and  make  comparisons  from  the  time  the  harvest  begins  until  the  product 
is  ready  for  market.  Let  us  take  a  crop,  for  example,  bunched  beets, 
and  see  what  is  involved.   The  grower  can  mark  off  a  small  part  of  the 
field  and  handle  the  beets  just  as  he  has  been  accustomed  to  doing,  A 
rather  commonly-used  crow  in  the  Providence  market  area  is  that  of  two 
boys  pulling,  one  bunching  and  on  experienced  man  tying.  The  rows  are 
usually  pulled  clean,  the  bunches  are  made  up  with  little  or  no  regard 
,to  size  and  few  of  the  yellovir  and  dead  leaves  are  removed.  Only  those 
beets  which  are  seriously  deformed  or  badly  cracked  are  discarded.   This 
system  seems  to  keep  everyone  in  the  crew  of  four  busy. 

On  an  area  similar  in  every  way  to  that  from  which  the  beets 
have  been  handled  in  the  usual  manner,  the  vrork  will  be  done  so  as  to 
meet  tbe  requirements  for  using  the  official  label.   The  boy  who  is  bunch- 
ing will  noviT  have,  to  make  the  beets  in  each  bunch  reasonably  uniform  as 
to.  size  and  will  have  to  discard  the  unfit  specimens.  Thus  he  is  doing 
some  sorting.  Also,  he  vdll  have  to  pull  off  more  of  the  dead  and 
yollov;  leaves,  _It  soon  becomes  evident  that  the  crew  does  not  work 
efficiently.   The  boy  doing  the  bunching  cannot,  keep  up  with  those  pull- 
ing and  the  maj\  tying  does  not  have  a  bunch  constantly  ready  for  him. 
Thus,  either  an  additional  man  must  be  placed  on  the  job  or  three  men  in 
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the  crew  caimot  work  to  tho  best  o.dvantage.   Either  method  means  an 
additional  cost.   The  returns  must  be  enough  to  cover  this  item.  Further- 
more, there  are  a  certain  number  of  beets  not  good  enough  to  place  under 
the  label  but  much  better  than  those  which  have  usually  been  thrown  away. 
The  premium  on  the  labelled  beets  must  also  cover  the  cost  of  throwing 
these  away  or  the  lower  price  which  they  are  apt  to  bring  if  the  grower 
takes  them  to  market. 

As  experience  is  gained  It.  vd.ll  probably  mean  that  the  technique 
of  doing  the  job  "vill  be  improved,  A  balanced  crew  coin  be  worked  out, 
better  means  of  attaching  the  label  will  be  found  and  general  efficiency 
introduced.   If  you  have  ever  seen  a  tvvo -hundred  and  fifty  pound  New 
England  farmer  chasing  a  bunch  of  ^ew  England  labels  which  are  being  pro- 
pelled by  a  high  northwest  wind  across  a  five  acre  lot  of  beets,  carrots, 
and  cabbages,  you  v;ill  realize  that  there  is  need  for  improved  technique. 

The  research  nan  can  help  in  this.  Encourage  him  in  his  fact 
getting.   If,  when  he  is  through,  his  results  agree  with  what  you  had 
believed  probably  was  true,  you  can  say — Oh,  well,  we  already  knev:  that. 
If  his  results  disagree  V7ith  what  you  had  believed  probably  was  true,  he 
has  given  you  something  definite  to  criticize  and  maybe  you  can  prove  va 
where  he  is  wrong.   But  give  him  time  enough  and  he  is  apt  to  find  the 
facts.  ————— 
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THE  imi-  mOIAm  FAHJ  Kiii.RKETIIIG  PROGRAl'i  (CONTINUED) 
Discussion  from  Vicivpoint   of  an  Extension  Worker 

Harold  B.   Rov;e^  ,       .  ■ 

Extension  Economist,    Massachusetts   State  College 


lAJhen  I  was   informed  to  tr^o  part   in  this  discussion  I  was    _ 
-instructed  to  discuss  the  farm  marketing  program  from  the_point_of  view 
of  the   extension   specialist.      This   mturally   inTolves  a  discussion  of  ^e 
mrt  the   extension  service   should  take  in  the   program.      Therefore,    I  am 
^oing  to   lim.it  my  few  -remarks  pretty  much  to  outlining  my  ovm  conception 
of  the   responsibility  which  the  .extension^  worker  has  with  reference  to 
this  progroxa,   trying  to   show  you  how  Mr.   Be^an  and   I  have  attempted  to 
coordinate  our  vrork  for  its  advancement. 

Mr.  I'^augh  has   pointed  out  the  necessity  for   cooperation  "bctwoGn 
•all   agencies   if  material  progress   is  to  be  made.      Probably  it  was  the 
rocogSition  of  the   need  for  this   cooperation  which  caused  those  m  charge 
of  oSr  urogram  to  provide  for  the  discussion  this  morning.     To  our  minds 
the   question  of  cooperation  between  the  various  agencies  which   are  trying 
to  help  our  farmers   Improve  the  marketing   of  their  products   is   of  dominant 
importcoice.      Certainly  it  would  have  been  impossible   for  us   m  the 
extension  service  to  have  carried  out   some  of  the  work  which  we  did  last 
year,    had  we  not  had  one  hundred  per  cent   cooperation  from  Mr.  Be van  and 
his   staff.     Also   I  like  to  believe  that  we   in  turn  have  been  able  to 
support  his  work   in   several   instances. 

Now  how  can  the  extension  worker  most  effectively  support  the 
farm  marketing   program?     First   let  me   say  that  we   do  not  have   a  project, 
or  TDart  of  a  project,   devoted  to  promoting  the  use  of  the  New  England 
label  by  our  fanuers.      Instead  we   are   endeavoring  to  assist   our  farmers 
in  exactly  the  type  of  program  which  Prof.  Davis  outlined  yesterday  in_ 
his   discussion  of  Mr.  Bronson's  paper.     By  this  I  mean  that  we  are  trying 
to  help  our  T-armers   recognize  their   important  marketing  problems,    provide 
those   farmers  with  the   information  they  need  for  solving  those   problems, 
and  generally  assisting  them  in  the  development   of  their  oto  program.      I 
suppose  Prof.   Young  would  be  quite   correct   in  saying  that  we  are  trying 
to  hold  the   lantern  while  the   producers  themselves  write  the   program. 
ir.fhilo  working   in  this  way  we   find  that  the   promotion  of  the  New  England 
label  takes   care   of   itself.      In  those   cases  where   identification  is  needed 
the   producers  themselves   naturally  turn  to  the   label  because  they  have   an 
understanding  of  the   important  factors   in  their   own  situation  and  also 
they  understand  what  they  can  or  cannot  expect   from  use   of  the   label. 
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Let  me  give  an  example  of  one  specific  instance  in  v/hich  this 
plan  is  being  carried  out.  About  tvro  years  ago  a  small  community  organ- 
ization in  Bristol  County  held  a  debate  on  the  question  of  whether  or  not 
local  market  garden  produce  should  be  marketed  through  a  local  coopera- 
tive association.   Each  team  vrent  into  their  job  with  enthusiasm  and 
studied  their  problem  from  all  angles,;  As  a  result  their  audience  voted 
a  tie  and  I  would  add  the  community  is  divided  about  that  evenly  up  to 
the  present  time.  Hov/ever,  the  men  on  the  affirmative  had  convinced 
themselves  and  half  their  audience  so  iv6..re,ceived  a  request  for 
assistance  in  dravTing  up  a  plan  of  organization  and  operation.  Without 
going  into  detail  let  me  say  that  these  men  studied  their  problem  in 
cooperation  with  Mr.  Eevah  and  myself,  and  decided  that  their  most 
important  problem  vras  that  of  finding  some  method  of  grading  tomatoes 
other  than  by  hand  in  the  field.   Contrary  to  most  of  the  advice  v^rhich 
they  received  they  proceeded  "according  to  their  ovm   lights"  and  invested 
approximately  $2000  in  equipment  made  for  grading  and  sizing  apples, 
peaches,  and  the  makers  thought  possibly,  tomatoes.  Meanwhile  grades  had 
been  established  and  the  growers  had  decided  upon  the  use  of  the  New 
England  label.  Again  this  decision  \vas  made  contrary  to  the  advice  which 
they  received,  since  the  commission  house  vdth  which  they  planned  to 
deal  had  advised  against  the  careful  .grading  of  their  product  on  the 
grounds  that  it  would  be  impossible  to  sell  the  poorer  qualities  if  they 
were  packed  separately,   I  mention  this  point  merely  to  illustrate  the 
futility  of  going  out  and  telling  farmers  what  they  ought  to  do,  such  as 
tolling  them  they  ought  to  use  the  New  England  label. 

When  we  came  to  inspection,  again  it  was  recognized  that  we 
had  a  job  in  education  but  one  which  could  best  be  done  by  the  inspectors 
from  Mr,  Sevan's  department.  Accordingly  when  inspections  were  made, 
the  inspectors  did  not  consider  that  they  had  completed  their  work  until 
they  had  sho-vm  the  association  \vhat  mistakes  they  had  made  and  how  thoy 
could  bo  corrected, 

I  need  not  go  farther  with  this  illustration  since  Mr,  Curran 
has  already  referred  to  its  apparent  success.   In  rny  judgment  it  is  a  very 
good  example  of  one  of  the  small  dcvclopmonts  Virhich  Mr.  Vfough  referred 
to  as  being  most  desirable  cmd  illustrates  our  ideas  about  cooperation 
between  the  various  agencies. 

Before  I  leave  I  should  like  to  emphasize  if  possible,  the 
importance  of  the  points  which  Mr.  Y'augh  has  mentioned.   I  find  myself  in 
one.  hundred  per  cent  agreement  with  those,  points,  except  that  I  think  one 
typo  of  research  should  bo  added  to  that  which  he  has  mentioned.  My  own 
investigations  load  mc  to  believe  that  there  arc  very  groat  differences' 
in  the  value  of  identification  for  local  vegetables  when  applied  to 
different  products.  Perhaps  this  is  covorcd  completely  by  the  research 
mentioned  as  being  needed  as  the  basis  for  establishing  grades,  but  I 
think  there  is  a  somewhat  different  problem,  and  it  should  receive  atten- 
tion. 
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THE  NM  ENGLAED  FAUM  MARKETING   HlOGRAM  (CONTINUED) 
Discussion  from  Viewpoint   of   a  Label  User 
F.   R.   Hazard 
President,   Northeastern  Poultry  Producers'   Council 


From  the   point   of  view  of  a  user  of  the  New  England  Ij^^^J^^ 
..ect^hat   is  Lsired   is  the   e-ation  of  the   consume^  ^^^^  -- 

:L  "oSS^f  t^a^va^talrLd^to  ^a.e  the     ircle  complete  all  t.e  users 

0?  the   fabel  should  cooperate  to  the  best   of  ^'^-J^f  ^^J^J' J^Ite^Jro- 
v'her^  vou  run  into  the   first   snag  in  the  proposition,     ^^e  average  pro 
lucer  In  Few  England  is  unwilling  to   give  up  his   individual   -^entity  to 
the   decree   tMt   is  necessary  if   any  cooperative   organization   is  to  be 
foLed  Sonr  the  lines  of  the  highly  successful  far  western  association. 
iHe  here  In  the  East  understand  it,   the  Pacifio   Coast  producer  sub- 
trdlLtes   everything  to  the  cooperative.     As_a  resu  t   a  f -dardized 
utuj-iiCLL.  ,     •;     .      °,  .         J    ^^^.^  onv  mnrVets   in  a  volume  that   is   rapiaiy 

rcoX'rrurcrofafa^mr  ur^rmSVo   are   attempting  to   look  ■ 
^heannto  the "uture!      To  combat  this   organized   attempt   to    capture   our 
>!alityMark:t"  the   local   poultrymen  .axst  combine   and  advertise. 

combination  and  advertising  must   gohand  in  hand  for  t|je  reason 
^■i-^^A  oiovi«       v^rst  combination  must  come   into  oeing 
soth^:  a'^olSi:  :r.  o^u  ti  nin  'rfss^red  to  take  care   of  _a,y  market 
that  mayM   d^eioped.      Next   advertising  must  be   resorted  to   in  -order  to 
develo7this  market  and  to  maintain  it  once   it  ^-^^fJ^^/J^f  *,^^,teans 
existence.      This   advertising  can  ^^^^^  ^^f  Jj;f ^   ^.^^inf  of  thf^Jrcle 
of  combination  and  there  you  are  right  back  at  ^^^J'^^^'^^l^^l^^^^  ^i,^ 
nn-\uhidh   is     however,   far  from  being  a  vicious   one.      It  is   rather  xne 
■'  :;;]f  of  business  reduced  to  the   simplest  terms  namely  production,       •. 
organization,  marketing.  ■  _  ._,.;,:    ,/     ... 

Since  the  closely  knit  form  of  cooperative  organization  used 
elsewhere   dSs  not   seem  to'mc^ce   any.direct   appeal  to  the  New  Eng  -     Pro- 
ducers  .^hy  not  proceed  along  the  linos  of  ^^<=^yl°?^fyXlv     funds     - 
■   decentralLed  association  composed  of  ^all  u.ers   of  ti^el^^^l     ta^e   cost 
raised   from  the   sale   of  the-'label  at  very  little  more  than  its. bare   cosx 
Spoofed  together   and  used' as   a  general   fund  would   amount  to  v^j;^  -o^- 
iderablo:  SuSs  annually.      These   could  be   expended  by. St  ate   soc^^^^ 
some  very^  general  work  being  done  to  t,^e   m  all  the  New  England   states 
by  a  general  organization  if  desired.      State' appropriation  ™^S^t  be , 
secured  to  match  money  raised  by  the   producers  to  carry  o^  ^^^^  ^^^    .^^^ 
••  educational  cam.paign.     But  this   is  not  the  time  nor  the   plac.  to   go   into 
details. 
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The  basic  facts  are  these.  V/e  have  a  "Quality  Market"  here  for 
many  more  eggs  then  are  sold  under  the  label  'today.   This  market  can  be 
developed  for  the  benefit  of  our  local  producers  at  a  premivim  of  from 
throe  to  five  cents.   To  develop  this  market  the  producers  themselves  m 
must  first  of  all  combine  in  some  manner,  to  assure  volume  of  production. 
After  such  an  organization  is  formed  they  must  advertise  to  the  consumer 
so  that,  the  label  will  mean  something  to  him  or  rather  to  her.   This 
combination  and  this  advertising  program  can  only  bo  accomplished  by  the 
cooperation  of  all  of  the  agencies  here  represented  with  the  producers, 

A  tento.tive  step  along  these  lines  vjas  taken  in  Rhode  Island 
last  sprang.  An  association  of  all  the  producers  of  Rhode  Island 
special  eggs  was  formed.  We  all  pay  >ip2.00  per  roll  of  1000  labels  and 
the  difference  bet-vToen  the  cost  and  this  figure  is  being  pooled  for  an 
advertising  campaign  to  be  inaugurated  this  October,   In  this  work  we 
intend  to  call  freely  on  our  State  Marketing  Bureau  for  assistance.  We 
plan  to  ask  our  State  College  and  our  Covinty  Agents  for  cooperation  and 
we  fool  confident  that  they  vdll  meet  us  half  way.   It  is  naturally  too 
early  to  outline  details  or  to  anticipci.te  results  but  it  is  our  effort 
as  pi'oducors  to  put  the  farm  marketing  program  before  the  consumers. 
We  fool  that  as  producers  v;e  arc  sufficiently  educated.  I'.'o  l-now  what  a 
special  egg  is,  how  difficult  to  produce,  what  it  should  be  worth,  7;hat 
it  is  viTorth.   No-.t  wo  are  about  to  attempt  to  educate  the  consumer  as  to 
the  safeguards  that  surround  its  production,  its  packing  and  its'  market- 
ing, as  to  thj  merits  that  it  possesses  for  consumption.  In  this  task,, 
gentlemen,  wo  ask  your  assistp.nco. 


THE  FUTURE  OF  THE  BW   ENGIAND  FARM  MARICETING  PROGRAM 

I.  G.  Davis 
Head  of  Agricultural  Economics 
Connecticut  Agricultural  College 


The  most  notable  success  achieved  by  the  New  England  Farm 
Marketing  Program  has  been  in  arousing  among  the  Agricultural  leaders  of 
New  England  a  clear  perception  of  New  England's  Marketing  Problem, 

This  thought,  however,  is  the  actual  thought  of  the  New 
England  Farm  Marketing  Program,  I  vuish  to  pay  tribute  to  the  effective- 
ness of  this  program  in  a  number  of  respects  and  I  wish  further  to  point 
out  what  seem  to  me  to  be  some  of  its  weaknesses  and  inadequacies,  as  a 
basis  for  meeting  the  future  marketing  needs  of  New  England  agriculture. 

The  Nev/  England  Farm  Marketing  Program  has  made  the  New 
England  farmer  conscious  of  the  fact  that  his  prosperity  depends  on  the 
local-  market,  has  made  him  realize  the  necessity  of  identifying  his 
product,  of  associating  superior  quality  with  his  identification  in  the 
mind  of  the  consumer. 

This  is  no  mean  educational  achievement.  It  is  moreover  one 
of  fundamental  importance.  The  program  as  it  has  been  promulgated  is  a 
sound  formulation  of  policy  along  correct  lines.   That  the  farmer,  the 
consiimer  and  the  political  powers  that  be  have  accepted  its  truth  is  a 
real  achievement  for  the  program. 

A  Marketing  Program,  however,  to  be  completely  successful 
must  do  more  than  create  a  sentiment  among  producers.   It  must  sell 
goods  to  the  buyer,  it  must  dominate  the  market,  or  certain  portions  of 
the  market,  it  must  possess  control  of  quality,  and  bo  backed  up  aind 
made  effective  by  an  aggressive  sales  organization  capable  of  meeting 
competition  in  whatever  form  it  may  emerge,  capsible  of  developing  new 
merkets  and  of  exercising  a  positive  control  of  quality. 
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The  New  England  Farm  Marketing  Program,  in  and  of  itself,  has 
done  none  of  these  in  any  general  and  widespread  way.  The  proportion  of 
Nev:  England  farm  products  whioh  are  sold  under  the  label  is  really  a 
very  insignificant  portion  of  the  total.   Except  in  a  very  limited  way 
at  certain. points  the  label  has  made  no  impression  the  great  market  for 
New  England  farm  products.   Products  sold  under  its  labels,  except  in 
those  instances  where  the  label  is  used  by  effective  cooperative  associa- 
tions or  very  large  producers,  are  not  in  general  a  very  significant 
factor  in  the  market.  Exceptions  such  as  the  Connecticut  turkey  deal 
engineered  by  the  Connecticut  State  Department  of  Agriculture,  Concord 
asparagus,  and  vegetables  at  Dighton,  exist,  it  is  true  and  are  a  tribute 
to  the  effectiveness  of  their  sponsors. 

The  New  England  Farm  llarketing  Program  has  another  and 
fundamentally  important  achievement  to  its  credit.  It  has  created  a 
sound  background  of  public  sentiment  and  gpod-will  for  promoting  the  sales 
of  New  England  Farm  Products.  The  New  Engl an4  Press  is  unanimously 
favorable  to  such  a  policy.   City  governments  are  predisposed  to  coopera- 
tion. State  governments  assume  the  propriety  of  efforts  in  this  direction. 
The  consumer  himself,  while  he  continues  to  buy  what  he  is  sold  and  while 
his  purchases  depend  on  the  actions  of  middlemen,  is  ^villing  to  give  the 
local  product,  I  believe,  a  little  better  than  on  even  break.  A  few 
middlemen  vdll  permit  a  sentimental  regard  for  local  products  to 
exorcise  a  slight  degree  of  influence  on  their  decisions.  This  back- 
ground of  favorable  sentiment  is  an  extremely  important  emd  valuable 
feature  of  our  present  situation  and  has  .in  large  measure  been 
crystallized  by  the  New  England  Marketing  Program. 

The  final  objectives  of  the  Program,  that  is  to  make  for  New 
England  a  preferential  market  for  fruit,  vegetable  and  poultry  products 
from  New  England  farms,  as  a  result  of  publicly  acknowledged  superiority 
of  the  product,  and  to  maintain-that  place  in  the  face  of  the  highly 
intelligent  and  effective  competition  of  our  respected  competitors  is, 
hovfcver,  far  from  achieved.  In  my  opinion,  it  cannot  be  achieved  until 
we  gear  the  philosophy  and  methods  of  sound  cooperatiyc  marketing  into 
our  systems.   In  respect  to  the  acceptance  of  cooperative  marketing  one 
of  the  original  sponsors  and     popular izors  of  the  Farm  Marketing 
Movement,  the  Now  England  Council,  has  been  peculiarly  backward  and 
reluctant.  I  am  convinced,  hovrover,  that  vro  must  have  farmer  controlled 
bUsinoBS  agencies,  operating  in  the  interests  of  their  members,  and  not 
of  stockholders  profits,  controling  our  trade-mark  and  the  quality  of  the 
products,  stimulating  demand  as  it  is  needed,  adjusting  the  flow  of 
products  to  market  demand,  and  in  general  aggressively  and  with  good 
business  judgment  developing  the  market  for  New  England  farm  products. 

ViTithout  such  agencies  our  New  England  Farm  Marketing  Program 
will  assurie  to  a  considerable  extent  the  nature  of  our  ineffective 
sentiment,  of  a  temporary  expedient.   It  will  be  at  the  mercy  of  a 
gentlemen's  agreomcnt  among  non-farming  business  men  and  political 
appointees.   I  refer  to  our  State  Commissioners  of  Agriculture.   Please 
don't  misunderstand  me.   Our  Commissioner's  of  Agriculture  in  New  England 


today  and  the  heads   of   our  bureau's   of  Markets   are   in  ny  opinion,   men  of 
exceptional    ability  and   of  devotion  and  loyalty  to  the   course   of 
agriculture  and  the  needs   of  the  farmers,      I   am  personally  acquainted  vd.th 
them,    I   esteem  thorn  highly  and  have   complete  faith  in  them.     We  have  no 
assurance,   howovor,   that   any  of  these  men  vdll  be    in  office   in  three   or 
five  years.      They  arc,    however,    in  political  positions  and  an  agricultural 
progr.om  built   on  a  gentlemen's   agreement  among  men   in  political   positions 
is  not  founded  on  a  rock  but   rests    on  a  foundation  that  may  lack 
permanency. 

I   am  as  keenly  aware  as   any  of  you   of  the   difficulties  besetting 
any  program  of   organizing  the  Marketing  of  Fruits,   Vegetables,    and  Poultry 
Products   of  New  Englpjid  along  cooperative   lines   and  of  integrating  that 
cooperative  riiarketing  with   the   present   form  Marketing  Program. 

It  will   require  years   of  patient   educational  work  and  waiting. 
It  vjill   require  judgment,    experience,   business   ability  and  knowledge   of 
cooperative  marketing.      Experiments  vrill  have  to  be  made,    failures 
sustained  perhaps.      In  many  places  rcseo.rch  and  study  mil  be  heresy. 

The  research  facilities   of  our  experiment   stations,   particularly 
in  economics,    needs   to  bo  geared   into  the  program  in  the  future   as 
efficiently  as   have  the   effects   of  our  experiment   stations   in  the   past. 

Fortunately,   we  have   a  number   of  excellent   examples   of  the 
effectiveness   of  Cooperative  Marketing  when  associated  with  the   Nov/ 
EnglP-nd  Marketing  Program.      These   include  the  Connecticut   Poultry  Producers 
Association  and  The  Eastern  Connecticut   Poultry  Producers  Association. 
Those  organizations   should  be   studied  particularly  with  reference  to  thoir 
effectiveness   in  promoting  the  objectives   of  the  New  England  Farm  Market- 
ing Progrc-i. 

Looking   into  the  future,   the   practical   question  is,   how;  fast 
should  we   endeavor  to  develop  Cooperative  Marketing  as   an.  adjujict  and  a..-, 
method   of   accomplishing  the   ends   of  the  New  England  Farm^  M?.rk,etiiig  Program 
and.  secondly,   what. maimer  of  Cooperative  Marketing   should  vre   develop;.  ...   . 

I  Vifill  try  to  give  briefly  ny  thoughts   of  the.  .lAttor  question 
first.      Observation  of  the  problems  here    in  Now  England  loads,  me  to 
believe  that  the  methods   and  purposes   of   Cooperative  Mo-r-kcting   of  fruits, 
vegetables   and  eggs  must  grow  of' the  cha^ractcri  sties   of   our  own  problem. 
¥/o   cannot  appropriate   in  toto,   tho  foj:*m  of  the  methods- of  Cooperative 
Marketing  organizations   elsewhere.   ■Ho-.YCVcr,    I  doubt  tl)0'.  ability  of 
loosely  organized  associations  to  control     quality. 

Y'o  must  know  the  characteristics   of  .our  products,   the   strong 
rjid  weak  points  of   our  market '  position  with   relation  to  competition  and  ■ 
no.t  returns  to  the  producer.     Wo  must   knov;  the  altitude   of   our  farmers 
and  the    influences  molding  and  modifying  that   altitude, '.aRd  finally,    a 
most   important  factor,  wo  must  know  our  markets,     I{nowing  all  these    ■  ■ 
things,    skilled   loaders    in  cooperative   organization  must   approach  the 
problem  -vdth  courage  and   some  misgivings 'for  the   problem  is  unique  and 
difficult. 
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Hopeful  experiments  in  cooperative  action  should  be  encouraged 
and.  guided.  Such  local  successes  as  those  of  the  asparagus  growers  at 
Concord,  the  -vegetable  growers  ar'oiind  Dighton,  represent  real  progress  in 
themselves  and  may  prove  to  be  the  fore-runners  of  much  larger  and  more 
povrerful  groups. 

These  Associations  may  be  of  diverse  types  and  have  different 
objectives,  but  among  them  will  be  found  the  prototypes  of  the  methods  of 
Cooperative  Farm  Marketing  which  we  seek.   It  is  the  necessity  for  seek- 
ing out  the  methods  of  successful  cooperative  effect  under  the  conditions 
of  the  fruit,  vegetable,  and  poultry  industries  of  New  England  that  I 
emphasize.   They  must  be  found  and  incorporated  into  the  New  England 
Marketing  Program. 

The  future  of  the  New  England  Marketing  program  is  at  present 
in  th«  hands  of  the  State  Department  of  Agriculture,  It  rests,  as  noted 
before,  on  a  foundation  of  a  gentlemen's  agreement  in  the  promulgation  of 
grades  and  on  the  New  England  label.   In  their  efforts  to  advertise  they 
have  the  support  of  the  forces  behind  and  gen&rated  by  the  New  England 
Council, 

My  thesis  is  that  both  the  departments  of  Agriculture  and  the 
Council  should  publicly  recognize  that  producers  cooperative  organiza- 
tions for  ovming  and  protecting  their  own  trade  marks  each  to  be  used  in 
connection  with  the  label,  for  stimulating  demand,  meeting  competition, 
directing  sales,  and  developing  new  markets  are  an  essential  part  of  an 
effective  marketing  plan  for  New  England  products. 

The  Colleges  should  be  more  actively  brought  into  the  picture, 
in  two  respects: 

1,  Thru  their  extension  organization  in  carrying  on  educational 
work  in  relation  to  the  difficulties  of  cooperative 
organization. 

2.  Thru  the  experiment  stations  in  doing  marketing  research. 

In  presenting  the  view  that  the  future  achievement  of  success 
by  the  New  England  Marketing  movement  is  to  be  attained  thru  utilizing 
farmer  controlled  cooperatives,  I  am  not  blind  to  the  developments  needed 
in  other  directions.   Problems  of  inspection,  standardization,  control  of 
the  label,  will  become  more  difficult  if,  and  when,  the  program  gains 
greater  headway.   If  the  label  comes  to  be  used  on  a  significant  volume 
of  produce  those  problems  will  become  more  complex  and  difficult, 
especially  if  the  label  comes  to  have  commercial  value  and  this  must  occur 
if  the  New  England  Program  achieves  real  success.   The  problem  of  control 
will  be  increasingly  difficult  and  perhaps  involved  in  politics.  All 
these  considerations  point  strongly  in  the  same  direction  as  the  con- 
siderations previously  revicv;ed.   This  control  of  quality  and  the  label, 
and  inspection  and  standardization  of  the  product  are  likely  to  be  more 
effectively  carried  out  by  responsible  cooperative  associations,  each  pro- 
moting and  protecting  their  own  trade  mark  in  association  with  the  label, 
than  under  an  extensive  and  expensive  system  of  state  control  operating 
as  at  present. 
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,  Tho  second  question  was:'  how  fast  should  wc  proceed?  We  must 
proceed'.  We  shall  have,  to  feel  our  way.  Wo  lose  more  by  inaction  than 
hy  making  mistakes  yet  too  many  mistakes  will  prevent  progress.  We  must 
not  move  too  rapidly  and  we  must  use  the  very  best  scientific  knowledge, 
business  ability,  and  research  facilities  at  our  disposal.  1/Ye  must  not 
fear  to  advance,  yet.  wo.  must  move  cautiously  and  ^vith  an  intelligent 
appreciation  of  our  past  experience  and  the  peculiar  facts  of  our  ovm 
situation. 
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WHA.T   CONSUMERS   IN  NORTHEASTERN  UNITED  STATES  WANT  FOR  POTATOES 

■    F.   G.   Robt  '    .   ■ 

.':    Principal,  Marketing  Specialist      •       •,    ,  ■ 
D^visionof  Fruits ;and  Vegetables 
.    .    •.     Unit ed.^ States  Department  of  Agriculture 


%  talk  on  this  phase  of  potato  marketing-will  not  quite  fit 
the  subject   assigned.      I  believe   it  was  the    intention  that   I   should   dis- 
cuss the   resultsof   a   survey  lyhich  the   Research  Branch  of  our  Fruit   and 
Vegetable  Division  made. last  year   in  six  of   our  eastern   cities.      That 
survey  was  a  part  of  a  more  general   survey .conducted  by  a  number  of 
agencies   in  New  England  to    determine  the   relation  of   quality  to  market 
prices   of  potatoes,      The-. part   of  this   survey  which  was- conducted  by  our 
Division  was  for  the   purpose   of  determining  market   preferences  and 
practices,  involved  in  the  distribution  of  potatoes.      It  did  not,   however, 
reach  as  far  as  the   consumer.      It  was  confined  to  wholesalers,  brokers, 
jobbers  and  retailers.      I  am  not   sure,   hov^ever,   that  these  classes   of 
dealer^,   especially  the  retailers,   do  not   reflect  the  views   of  the  con- 
sumer  in  as  accurate  a  way  as  would  a  house  to  house   canvass   of  the 
consumers.     Housewives  .  are  ,' not    always  able  to  tell   an  investigator  the 
diameter  of  potatoes  which  she  prefers,    or  just  where   she  would  draw  a 
line   on  scab,-  second   growth,    etc.>   but   she   can   and  does  make   it  very 
plain  to  the  retailer  by  returning  to  him  what  she  does  not  want  that 
there  are  certain, limits  beyond  which  he ■ cannot  go  in  placing  defective 
stock  in  th«  sack  which  she  buys   "sight  unseen".'    The  experience   ,^f 
retailers  ^jvith  consumers  places  them  in.  excellent  position  to  know  con- 
sumer demand.,    I  trust,   therefore,  that  this   survey  will,    after  all, 
reflect   in  a  fairly  accurate  manner  v^hat  the  consumers  "in  these  cities 
want  when  they  buy  potatoes,       .    -     ■     , 

■    .   The   survey  covered  ;Bost on.   New -York  City,    Philadelphia, 
Baltimore,  Washington  and  Pittsburgh. ,    These  markets   receive   potatoes 
from  the  entire  producing  territories  beginning  with  Michigan:  and  extend- 
ing eastward  and  north-eastward  through  Maine   into  New  Brunswick  and 
Prince  Edward   Island.      A  few  shipments  ane   received   in  these   cities   from 
Idaho  and   other  western  States.      Such   shipments   go   to   a   specialized 
trade  and  will  be  considered  separately.     A  total   of  416   persons  were 
interviewed.     Among  these  were  .95  carlot, receivers   and  jobbers,    39  brokers. 
^5  chain   store  buyers   and  257  iridependent  retailers 


SIZE 

Size  has  probably  been  discussed  more  than  any  other  factor  of 
market  quality  of  potatoes  both  before  our  United  States  grades  were 
promulgated  and  since.  Receivers  in  general  have  felt  that  our  minimums 
of  1-3/4  inch  for  long  and  1-7/8  inch  for  round  potatoes  in  the  U.  S. 
No,  1  grade  were  too  low,   Grovrers  and  shippers  in  a  few  sections  of  the 
country  have  agreed  with  them  but  in  general  growers  and  shippers  have 
objected  to  any  change  in  these  minimums,  it  being  felt  that  in  unfavor- 
able years  a  large  percentage  of  the  crops  would  be  thrown  out  of  the 
No.  1  grade.   It  is  with  much  interest,  therefore,  that  we  find  that 
practically  all  dealers  interviewed  stated  that  medium  or  medium  to 
large  tubers  were  most  desirable  for  their  trade,  TATien  asked  to  point 
out  what  they  considered  "medi\jm"  they  almost  invariably  selected  tubers 
from  2-1/4  to  3  inches  in  diameter.   There  was  surprising  uniformity  in 
the  2-1/4  inch  minimum  for  what  they  considered  medium  size.   Those  who 
bought  for  special  trade,  such  as  hotels  and  restaurants,  wanted  tubers 
weighing  from  10  to  14  ounces.   Those  who  filled  orders  for  French 
fried,  and  shoe  string  potatoes,  wanted  fairly  long  tubers,  while  those 
who  used  peeling  machines  found  less  waste  in  using  rather  large  tubers. 
There  \vas,  however,  general  objection  to  the  very  large  sizes  which  are 
commonly  called  "bulls"  or  "lumpers".   There  was  general  objection  noted 
to  lots  of  potatoes  that  showed  a  large  percentage  of  tubers  just  above 
the  minimum  size  for  the  grade.   This  was  particularly  true  during  the 
past  year  when  small  sizes  were  common  because  of  the  drought. 

;  ■  •  .  -Those  interviewed  were  asked  whether  they  v;ould  pay  a  premium 
for  the  most  desirable  sizes  and.-,  if  so,  how  much  they  vrould  pay.   It  was 

..  difficult ■  to  get  satisfactory  answer's  to  these  questions,  because  very 
few  shippers  would  guarantee  anything,  larger  than  the  minimum  of  the..- 
U.  S',"No,.l  grade.  A  number  of  dealers  v;ent  on  record,  howovor,  as.^will- 
ing  to  pay  from  5  cents  t'o  10  cents  per  cwt,.morQ  for.  potatoes  gized  to 
a  2-I/4  inch  minimum.   It  was  stated' by  a  fev/  dealer?  that  they  do  ■' pay 
such  premiums  on  special  or'ders  but  many  doubted  vj-hether  shippers  ■in;' ^ 
general  could  afford  to  pack  potatoes  to  such  a  minimum  for  the 'small 
premium  which  they  would  receive.   This  undoubtedly  would  depend  "on '.the 

...percentage  of  stock  which  Hvou Id  have  to  be  thrown  out  in  order  to  -obtain 
suc.h  premium  stock.  This  vroUld  vary 'greatly  in  different  seasons  and  in 
diffe.rent  parts  of  the  country. 

The  raising  of  the  minimum  of  the  U,  S,.  No..  1  grade  to  2  inches 
has  been  suggested  frequently  as  a  means  for.  removing  from  thp  markets 
the  'Surplus  in  years  of  over-produ'ction.   In  view  of  the  expressed  pre- 
ferences for  potatoes  of  a  2-l/4  inch  minimum  we  have  food  for  thought, 
in  such  a  suggestion. 

During  the  past  few  months  I  h&re   received. many  complaints 
from  shippers  who  confirmed  sales  of  "U.  S.  No.  1  good  size. stock".   Cars 
.  offered  on  such  sales  were  rejected  as  being  ordinary  run  of  sizes  with 
U.  S.  No,  1  minimum*  YJe  have  held  that  the  additional  specification 
"good  size"  requires  something  more  than  the  minimum  of  U.  S.  grade  No.  1, 
If  such  was  not  expected  by  the  buyer  why  was  such  a  specification  added 
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to  the  contract?  The  use  of  an   undefined  term  such  as  "good  size"  is 
always  dangerous.   If  a  buyer  desires,  and  a  seller  is  willing  to 
furnish,  a  more  desirable  size  than  is  required  by  the  U.  S.  No.  1 
grade  it  should  be  specified  in  the  contract  on  the  basis  of  inches 
rather  than  by  such  a  term  as  "good  size".  While  we  have  not  yet  been 
compelled  to  pass  finally  on  a  case  involving  this  specification  we  will 
be  compelled  to  give  considerable  weight  to  the  results  of  our  survey 
in  making  such  a  decision. 


BRIGHT  STOCK 

Wholesalers,  brokers  and  jobbers  generally  advised  that  they 
were  willing  to  pay  a  shipper  a  small  premium  if  he  would  confirm 
"bright"  potatoes.  They  stated,  hoi-vever,  that  very  few  shippers  would 
confirm  such  stock.  There  also  seemed  to  be  considerable  confusion  in 
the  minds  of  dealers  as  to  the  meaning  of  the  terms  "bright"  and  "dull". 
This  undoubtedly  is  due  to  the  fact  that  some  think  of  Russet  varieties 
as  dull  potatoes,  while  others  will  think  of  those  which  are  slightly 
dirty  as  being  dull.  The  wholesalers  and  jobbers  insisted  that,  while 
there  may  not  be  much  difference  in  price  between  dull  and  bright 
potatoes,  the  bright  potatoes  always  sold  first,  showing  a  preference  for 
stock  of  this  kind.  The  retailers  were  badly  divided  on  this  point. 
The  majority  seemed  to  think  that  their  customers  did  not  care  much 
whether  the  potatoes  were  bright  o'r  dull  provided  they  were  sound.  A 
good  many  expressed  a  preference  for  dull  potatoes  but  undoubtedly  meant 
by  this  the  Russet  varieties  rather  than  those  which  were  dull  because  of 
being  slightly  dirty  or  stained. 

In  general  it  may  be  said  that  the  v^rholesale  trade  regards 
bright  color  as  having  an  important  bearing  on  demand  for  potatoes  and 
that  all  agree  that  the  presence  of  dirt  is  a  decided  detriment  in  making 
sales. 


DEFECTS 

While  the  purpose  of  the  survey  was  to  find  the  most  desirable 
qualities  of  potatoes  from  a  market  standpoint  it  was  necessary  to 
inquire  about  undesirable  qualities.  The  trade  in  general  was  quite 
definite  as  to  defects  which  they  conisidered  "serious, 

I  quote  the  following  from  the  report  without  any  intention  of 
making  unfavorable  comparisons  as  between  States,  They  are  the  opinions 
of  those  interviev;ed  and  not  my  o\vn: 

"Review  of  the  reports  of  all  classes  of  dealers  in  all  the 
markets  included  in  the  survey  shows  that  mechanical  injury,  often  termed 
•cuts  and  bruises',  was  by  far  the  most  common  defect  found  among  Maine 
potatoes;  in  fact,  mechanical  injury  occurs  in  such  large  quantities  that 
it  is  also  considered  by  the  trade  to  be  the  most  serious  defect.   The 
majority  felt  that  there  was  no  excuse  for  so  large  a  percentage  of  this 
type  of  injury  in  Maine  potatoes.  They  contended  that  Maine  growers  and 


shippers  could  materially  reduce  the  amount  of  this  injury  by  more  care- 
ful handling  methods.   Many  dealers  criticized  the  use  cf  the  barrel  as 
a  field  container  and  contended  that  the  use  of  sacks  would  eliminate  a 
large  percentage  of  shatter  bruises.   Several  dealers,  who  had  visited 
Maine  shipping  points,  reported  that  they  had  seen  grovrers  dump  the 
newly -dug,  tender  tubers  into  bins  from  a  height  of  several  feet;  they 
claimed  such  dumping  is  responsible  for  much  shattering.  The  assertion 
was  frequently  made  that  Maine  potatoes  are  handled  too  much  like  coal. 
Most  of  the  dealers  recognize  that  Maine  has  a  large^  acreage  to  dig  in 
a  very  short  period,  but  the  majority  Of  dealers  fait  that,  even  under 
these  conditions,  the  percentage  of  mechanically-injured  stock  could  be 
materiariy  reduced  by  more  careful  handling  methods, 

"Freezing  injury  was  reported  by  the  majority  -of  dealers  to 
be  the  second  most  serious  defect  of  Maine  potatoes  at  the  beginning  «f 
the  last  shipping  season.  Soft  rot,  which  is  often  associated  with 
freezing  injury,  ranks  as  a  close  second  to  freezing  injury  as  a  qerious 
defect,  .according  to  the  majority  of  dealers.   In  connection  with  these 
two  typ6s  of  defects  many  dealers  pointed  out  that  the  presence  of  only 
a  few  such  potatoes  often  causes  spotting  of  the  sacks  and  that  such 
stock  has  to  be  sold  at  a  considerable  discount  or  has  to  be  recondi- 
tioned before  it  is  offered  for  sale, 

"Dry  rot  was  the  next  most  Serious  defect  of  Maine -potatoes, 
as  reported  by  the  majority  of  dealers  in  all  markets,  be<;ause  it 
often  occur*  in  large  quantities, 

"Scab  ranked  next  in  importance  as  a  serious  defect  of  Maine 
potatoes  as  reported- by  the  dealers.  .         ^   ' 

'^Other  less  common  defects  of  Jfeine  potatoes  were  mentioned  by 
a  few  dealers.  They  include  wireworm  injury,  second  grovrth,  growth 
cracks,  undersize,  oversize  and  hollow  heart,  'A  great  many  dealers 
complained  that  many  lots  of  potatoes  cocked  black,  but  various  dealers 
registered  this  complaint  against  potatoes  from  all  sections, 

'*Wireworm  injury  and  scab  were  the  jnost  serious  defects  to  be 
found  in  potatoes  from  New  York  and  Pennsylvania,  Hollow  heart  was 
reported  to  be  the  most  serious  defect  of  'Michigan  potatoes  in  former 
years.  The  worst  defect  of  Idaho  potatoes  reported  last' season  was 
jelly-end  rot,". 

Those  interviewed  v/ere  asked  whether  they  paid  different 
prices  for  lots  of  U.  ,S.  Nq..  1  potatoes  showing  varying  percentages  of 
defects  within^ the  provided  tolerances,  'It  was  the  almost  unanindus 
report  that  such  differences  in  price  were  not  paid  on  the  basis  of 
variation  of  defects  ivithin  the  tolerance  but  that  they  quite  commonly,, 
paid  premiums  to  shippers  viho   had  established  reputations  for  shipping 
high  quality  potatoes.   It  was  pointed  out  that  differenced  in  price 
were  more  likely  to  be  paid  if  the  buyer  had  an  opportunity  to 'see  the. 
potatoes  than  where  he  bought  by  wire  or  through 'a  broker.     '.  . 
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Those  interviewed  were  asked  regarding  the  praotices  in  adjust- 
ing lots  which  failed  to  meet  grade  requirements.   The  majority  admitted 
that  this  depended  largely  on  the  condition  of  thfe  market.  Most  dealers 
were  willing  to  accept  slightly  off  grade  lots  if  they  could  handle  them 
at  a  profit.   If,  on  the  other  hand,  the  market  was  weak  they  demanded 
an  allowance  which  would  enable  them  either  to  break  even  or  make  a 
slight  profit.   The  character  of  the  defects  had  a  large  bearing  on 
practices  in  this  connection.  Soft  rot,  which  causes  spotting  of  sacks, 
called  for  larger  reductions  than  any  other  defect.   Even  the  one  per 
cent  permitted  by  the  grade  might  so  seriously  aff^ect  the  appearance  of 
a  lot  that  it  could  be  sold  only  at  a  considerable  discount  unless  the 
entire  lot  was  rosacked.'  • 

Many  dealers'  reported  that  they  tried  to  adjust  all  cars 
showing  from  6  to  10  per  cent  grade  defects  and  that  they  generally 
rejected  outright  cars  having  10  to  20  per  cent  defective  stock,  A  few 
insisted  that  they  tried  to  make  adjustments  on  all  cars  received 
regardless  of  the  percentage  of  defects.   Chain  store  buyers  showed  a 
greater  tendency  to  reject  off  grade  cars  than  did  jobbers,  12  out  of 
25  such  buyers,  reporting  that  they  rejected  all  cars  which  failed  to 
meet  grade  requirements'.   In  this  connection  it  was  brought  out-  that  the 
Federal  'grades  are  in  practically  universal  use  as  a  basis  for  sales 
among  the  wholesalers.   There  are  a  few  dealers,  however,  who  buy  from 
shippers  with  whom  they  have  long  done  business  without  any  mention  of 
grade  specifications  in  their  contracts.   In  the  many  complaints  which 
have  been  received,  under  the  Perishable  Agricultural  Commodities  Act, 
practically  all  contracts  have  been  based  on  the  U,  s,  grades.  It 
should  "be  rememl»ered  in  this  connection,  however,  that  the  great  majority 
of  cars  sold  on  this  basis  have  not  been  officially  inspected  and  that 
the  opinion  of  receivers  with  reference  to  the  U.  S.  grades  are  based  on 
all  cars  stld  under  this  name  regardless  of  whether  these  cars  meet  such 
specifications.  As  a  matter  of  fact,  our  inspections  in  Boston  show- 
that  not  more  than  one-half  of  the  cars  inspected  which  are  sold  as 
U,  S.  No.  1  actually  meet  such  specif ic9ition«.  Most  of  these  cars  fail 
by  only  a  small  margin  and  many  such  cars  are  accepted  without  complaint 
if  the  steck  is  generally  attractive  and  the  market  is  satisfactory. 

*  The  general  impr'es-sion,  therefore,  of  the  -wholesalers,  jobbers 
and  retailers  regaV-ding  the' merits  of  the  U.  S.  potato  grades  is  inclined 
to  be  based  on  cars  which  contaih  slightly  m»re  than  the  percentage  of 
defects  which  is  permitted  by  the  U.  S.  No.  1  grade. 

It  was  brought  out  in  this  investigation  that  independent 
retailers  did  not  buy  on  the  basis  of  U.'  S.  No,  1  grades  to  nearly  so'   • 
great  an  extent  as  did  the  wholesalers.  '  This  is  due  to  the- practice  on 
the  part  of  independent  retailers  of  sending  their  representatives  to  the 
wholesale  market  to  personally  select  the  stock  which  they  buy.   In  such 
transactions  the  use  of  specific- grades  is  not  so  important  as  where  a' 
buyer  and  seller  are  separated  by  hundreds  of  miles.   One  hundred 
seventeen  but  of  257  independent  retailers  interviewed  reported  that 
they  did  not  buy  on  the  basis  of  U.  S-.  grades. 
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This  investigation  showed  a  very  definite  and  growing  preference 
for  the  100-11").  sack.   The  chief  reason  advanced  for  this  preference  is 
the  greater  ease  with  wh4-ch  it  can,  be  handled  and  the  decrease  in  the  per- 
centage of  bruising  from  rough  handling.  The  retailers  particularly 
favored  this  sack,  reporting  that  the  percenta^ge  of  damaged  tubers* 
returned  by  their  customers  v;as  less  than  with  the  120  or  150 -lb.  .sack. 
The  summary  of  the  416  reporting  an  sacks  preference  is  as  follows: 


Preference. 
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•lb. 

sacks    . , 
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PREFERENCE  FOR  POTATOES  PROHJGED  IN  .VARIOUS  SECTIONS 

An  attempt  was  made  to  find  out  from  what  sections  those  inter- 
viewed preferred  to  obtain  their  potatoes.   Preferences  expressed  were, 
however,  so  affected  by  freight  and  ,t,ruck  rates,  seasons,  varieties, 
quickness  with  which  supplies  could.be  obtained  in  emergencies,,  tariffs  , 
and  similar  factors  that  .it  is  questionable  whether  the  reports  obtained 
have  much  significance.   For  example,  during  the  past  year  many  dealers 
who  reported  that  they  regularly. favored  Long  Island  potatqes  bought   .  .. 
Maine  potatoes  because  the  drought  had  affected  the  size  of  the  Long 
Island  stock  to  such  a  serious  extent.   In  general  it  may  be  said  that.,, 
the  markets  did  not  show' a  strong  .preference  for  the^  potg.toes  from  any 
single  producing  section.   It  was  principally  a  question  of  soundness  and 
price.   Retailers  advised  that  a  few  consumers  asked  for.  potatoes  ■  from  a 
specific  state.   The  one  exception  in  the- matter  of  preference  as  to  the 
state  of  origin  was  Idaho.  All-  dealers  agreed  that  Idaho  potatoes  were 
demanded  by  a  more  or  less  specialized  trade  which  was  not  much  influenced 
by  freight  rates  or  prices,   The-baking  qualities  of  Idaho  potatoes. seemed 
to  stand  out  in  the  mdnds  of  all. who  used  them,-  The  higher  percentage  of 
starch  and  the  greater  mealiness  of  these  potatoes  explain  thie  preference. 
Our  unload  records  show  an  increased  demand  for  Idaho  potatoes,  in  the 
last  three  years,  in  the  six. cities  covered  by-  this  interview.   Of  the 
1928  crop  677  cars  were  unloaded  in  these  six  cities;-  in  1929, :728  and 
of  the  1930  crop  920,   Bost«n  is  the  only  one  of  these  six  cities  which 
has  shown  a  decline  in  the  nuijiber.  of . cars  of  Idaho  potatoes  unloaded. 


It  is  difficult  to  sumiaarize  an  investigation  of  this  kind  where 
sp  many  different  factors,  affpct,  the  views  of  those  from  whom  information 
is  obtained.   To  my  mind,  however, :two  rather  definite  conclusions  may  be 
drawn  from  the  information  obtained,'  First,  there  is  a-very  definite 
preference  on  the  part  of  all  handlers  of  potatoes  on  the  market  end  for 
potatoes  from  2  l/4"  to  ,3"  in  diameter.   The  most  common  criticism  of  the 
U.  S.  Mo,  1  grade  v;as,  that  the  buyer  v/as  not  afforded,  protection  against 
a  large  percentage  of  stock  which  .was  just  oyer  the  minimum  required  by 
the  grade.   The  second  conclusion,  .which  I  think  is-  well  supported  by  the 
facts,  is  that  the  consumer  demands  soundness  above  variety,  color, 
brightness  or  State  of  origin...  These  conclusions  should  be  encouraging 
to  potato  growers  and  shippers  for  they  represent  demands  with  which 
they  axn   comply. 
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DISTRIBUTION  OP  milJE  POTATOES 

Carroll  D.  "Tilder 

Aroostook  Potato  Grower  and  Shipper 


I  thinlc  that  the  distribution  of  Maine  potatoes  is  a  very 
important  subject  to  discuss  at  this  tine.   The  acreage  of  Maine  potatoes 
has  increased  from  188,000  acres  in  1930  to  an  estimated  acreage  of 
207,000  acres  for  this  year.  ¥'e  have  an  estimated  production  of  60,000 
cars  or  over  to  be  marketed  this  season. 

There  are  many  problems  to  be  considered.  How  are  we  to  dis- 
tribute these  60,000  cars  of  potatoes  under  the  present  depressed 
conditions?   Several  facts  should  be  taken  into  consideration.   I  think 
that  one  important  thing  is  grades.  Everything  should  be  graded  as 
U.  S.  No.  1  and  these  should  be  inspected. 

Last  year  less  than  6,000  cars  out  of  52,000  cars  v/ere 
inspected.   Of  the  6,000  cars,  87  per  cent  passed  inspection  at  the  ship- 
ping point.   62  per  cent  of  the  cars  inspected  at  the  receiving  point 
passed  inspection.  A  larger  number  of  cars  should  be  inspected  and  a 
larger  percentage  of  those  inspected  should  meet  the  requirements  of 
inspection  at  the  tenainal  markets. 

I  believe  that  all  potatoes  in  Maine  should  be  of  a  standard 
package  and  marketed  under  a  State  label.  \Ve  must  do  this  before  we  can 
advertise  extensively.   The  Maine  Development  Commission  cooperating  with 
the  Extension  Service  has  shown  that  the  consumers  want  a  larger  potato. 
Further  the  consuming  public  are  willing  to  pay  for  a  potato  free  from 
bruises  and  blemishes.  ?/hen  we  get  these  things  ivhich  represent  quality  - 
we  can  advertise  and  tell  the  world  about  them.   Then  a  radio  program 
would  put  Maine  potatoes  on  the  map.  A  well  planned  advertising  program 
based  on  quality  potatoes  should  be  able  to  educate  city  consumers  con- 
cerning the  merits  of  potatoes  priced  at  33jzf  and  22/  per  peck.   There  is 
a  vast  difference  between  the  two  prices.         - 

California  has  placed  all  of  her  products  before  the  consuming 
public  by  means  of  an  extensive  advertising  program.   One  necessity  in 
Maine  is  quality  and  advertising.   Speaking  of  service,  a  good  many  of 
the  distributing  organizations  have  begun  to  realize  that  service  means 
a  whole  lot  in  the  packaging  of  potatoes.   People  want  service  and  if 
they  do  not  got  it  from 'a  region  someone  else  is  going  to  got  their 
business. 

Maine  shipped  seed  into  22  states  last  year  and  the  year  before 
into  26  states.   Less  seed  has  been  shipped  into  each  state  this  year 
than  last  year.   Owing  to  the  difference  in  freight  rate  of  Maine  seed 
and  Prince  Edward  Island  seed  vre  arc  handicapped. 


THE  PERISHABLE  AGRICULTURAL  COlW'fODITIES  ACT,    1930 

F.   G.   Robb 

Principal  Marketing  Specialist 

Division  of  Fruits,  and  Vegetables 

United  States  Department  of  Agriculture 


During  the  World  Var  the  Food  Administration  required  all 
handlers  of  fruits  and  vegetables  to  take  out  licenses.   The  rules  and 
regulations  that  were  issued  in  connection  with  this  licensing  system 
specified  certain  unfair  practices  which  if  indulged  in  might  result  in 
the  suspension  or  cancellation  of  the  license  of  the  guilty  party.   The 
results  of  this  system  of  suppressing  unfair  and  fraudulent  practices 
in  the  produce  trade  were  so  satisfactory  to  the  shippers  that  within 
the  next  few  years  there  were  many  requests  for  permanent  legislation 
that  would  accomplish  the  same  results.   The  shippers  were  joined  in 
these  requests  by  many  receivers  of  fruits  and  vegetables  who  suffered 
from  unfair  competition, on  the  part  of  other  receivers  who  were  reject- 
ing' cars  on  declining  markets,  making  unfair  charges  as  commission 
merchants,  and  indulging  in  other  practices  which  enabled  them  to 
undersell  the  receivers,  who  were  doing  a  legitimate  business. 

A  number  of  bills  looking  to  the  accomplishment  of  the 
desired  end  were  introduced  into  Congress  in  the  years  immediately 
following  the  war,  For  various  reasons  none  of  these  received  favor- 
able .consideration  until  1927  when  the  Produce  Agency  Act  was  passed. 
This  Act  is  a  criminal  statute  which  applies  only  to  commission 
merchants  and  those  who  are  engaged  in  agency  transactions.   It  re- 
quires proper  accounting  for  goods  received  on  consignment,  .forbids  the' 
making  of  improper  charges  for  services  rendered,  specifically 
penalizes  the  practice  of  dumping  and  forbids  the  making  of  misleading- 
statements  regarding  the  handling,  condition,  quality,  quantity,  sale 
or  disposition  of  any  commodity  handled  on  consignment.   It  is  enforced 
as  are  other  Federal  criminal  statutes  by  the  Federal  courts. 

The  two  great  weaknesses  of  this  Act  are,  (l)  the  slowness  of 
action  through  the  Federal  courts,  which  means  that,  the  penalties  are 
Imposed  so  long  after  the  violation  that  the  moral  effect  of  the  punish- 
ment is  largely  lost  and  (2)  the  fact  that  it  applies  only  to  agency 
transactions  which  constitute,  at  the  present  time,  less  than  half  of 
the  transactions  in  fresh  fnaits  and  fresh  vegetables. 
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iffhen  those  who  were  interested  in  more  complete  legislation  . 
coTering  this  subject  studied  the  various  systems  of  correcting  unfair 
and  fraudulent  trade  practices  they  remembered  the  experiences  of  the 
Food  Administration  with  the  licensing  system  and  decided  thai  this  was 
the  best  way  of  securing  quick  action  against  those  who  were  guilty  of 
the  most  common  of  the  unfair  practices  of  the  industry.  The  Perishable 
Agricultural  Commodities  Act  of  1930  is  therefore  a  licensing  Act  rather 
than  a  criminal ^statute*  It  requires  all  handlers  of  fresh  fruits  and 
vegetables  in  interstate  and  foreign  commerce,  with  a  few  exceptions,  to 
take  out  licenses  and  it  gives  the  Secretary  of  Agriculture  the  .    . 
authority  to  suspend  or  revoke  these  licenses  if  the  holders  have  been 
found  guilty  of  the  practices  specifically  forbidden  by  the  Act,  These 
practices  are  specific  rather  than  general.  Th©'  Act  therefore,  although 
rather  broad,  cannot  be  expected  to  cover  all. unscrupulous  practices' 
\vithin  the  imagination  of  those  who  deliberately  set  out  to  defraud. 
For  example,  in  a  case  which  recently  came  to  our  attention  a  dealer 
attached  the  proceeds  of  a  commission  sale  because  he  claimed  that  the 
goods  should  have  been  turned  over  to  him  for  sale  when,  as  a  matter  of 
fact,  no  such  obligation  on  the  part  of  the  shipper  existed. 

The  first  unlawful  practice  mentioned  is  the  making  of  fraudu- 
lent charges*  This  applies  to  commission  or  brokerage  transactions  and 
includes  the  making  of  charges  for  services  that  have  not  been  rendered, 
such  as  drayage  or  unloading  charges  when  such  have  riot  been  incurred. 
No  charge  will  be  considered  fraudulent,  nor  will  the  pyramiding  of. 
brokerage  or  commissions  be  considered  fraudulent,  if  the  owner  has 
agreed  to  them -in  advance  or  has  subsequently  ratified  them.  In  the 
absence  of  such  agreement  the  usual  brokerage  or  commission  will  be 
considered  as  having  been  agreed  upon. 

The  second  unfair  practice, mentioned  is  rejection  or  failure 
to  deliver  in  accordance  with  terms  of  .contract  without  reasonable  cause. 
It  should  be  particularly  noted  here  that  these  two  unfair  practices 
are  mentioned  in  the  same  paragraph,  showing  that  the  framers  of  tjais 
law  considered  that  ^the  shipper  who  fails  to  deliver  and  the  buyer  who 
refuses  to  accept  are  equally  guilty  of  unlawful  practices.     .  , 

The  next  unlawful  act  mentioned  is  dumping.   The  Department  of. , 
Agriculture  has  never  found  this  practice,  which  has  received  so  much 
attention  on  the  part  of  the  press,  prevalent  enough  to  be  considered 
serious.  Almost  every  year  someone  charges  the  industry  with  dumping 
good  food  for  the  purpose  of  keeping  up  prices.  Our  repeated  investiga- 
tions have  shown  such  charges  to  have  been  without  foundation.  But  the 
fact  remains  that  this  practice  has  been  mentioned  in  the  Act  and 
certainly,  if  indulged  in,  vrould  be  an  unlawful  one,- 
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The  Act  forbids  the  making  of  false  and  misleading  statements 
regarding  the  condition,  quality,  quantity,  disposition  of,  or  ™ijket 
for,  any  fresh  fruit  or  fresh  vegetable .  This  includes  false  quotation 
of  the  market  in  order  to  secure  consignments,  false  statements  by  the 
broker  regarding  any  transaction,  false  statement  regarding  condition 
of  the  commodity  on  ivhich  a  claim  against  the  carrier  is  based  and 
incorrect  statements  made  regarding  the  quality  or  condition  of  a  com^ 
modity  in  comioction  with  the  attachments  of  the  property  of  a  shipper 
in  order  to  collect  allowances  to  ^ich  the  shipper  has  not  ^E^eed.   In 
the  same  paragraph  it  is  made  unlawful  for  a  commission  merchant  dealer, 
or  broker  to  fail  or  refuse  truly  and  correctly  to  account  promptly  m 
coimection  with  any  transaction. 

The  last  two  practices  which  are  declared  to  be  unlawful  are 
of  minor  importance.   One  is  the  misrepresentation  as  to  the  state  of 
oriein  of  a  fresh  fruit  or  fresh  vegetable.   Certain  states  have   _ 
enviable  remtations  for  the  high  quality  of  their  produce  and  neighbor- 
ing states  sometimes  try  to  capitalize  on  these  good  reputations  and 
market  their  products  as  coming  from  the  other  states.   The  Act  does  not 
require  marking  as  to  state  of  origin  but  does  require  that  such  repre- 
sentations as  are  made  must  be  correct.   The  last  unlawful  practice  is 
the  removal  from  container  or  railroad  car  of  any  card  or  notice  which 
indicates  State  or  Federal  inspection  as  to  grade  or  quality.   Some 
states  require  by  law  that  the  grade  of  a  conmodity  be  sho™  on  a  card 
Which  is  posted  in  the  car  in  which  the  comnodity  is  shipped.   Such  cards 
are  sometimes  removed  and  the  commodity  is  afterwards  sold  as  of  a 
higher  grade  than  originally  certified.  Rejections  of  such  cars  casts  a 
reflection  upon  the  reputation  of  the  state  from  which  shipped  and  so 
such  states  insisted  that  they  be  protected  by  this  provision  of  the  Act. 

•  A  careful  examination  of  the  list  of  unfair  practices  which 
are  definitely  declared  unlawful  by  the  Act  will  show  that  the  law  con- 
tains nothing  new  or  revolutionary  in  trade  ethics.   These  practices  are 
already  made  unlawful  by  common  or  statutory  law,  and  long  before  the 
establishment  of  our  system  of  common  law,  or  before  Parliament, 
Congress,  or  State  Legislatures  formulated  statutes  on  these  subjects, 
an  ancient  code,  upon  which  all  ethics  is  based,  required  man  to  respect 
his  neighbor's  property  and  forbade  false  ^Titness  in  dealings  with  his 
fellow  man.   In  brief,  therefore,  the  principal  requirements,  of  this  law 
are  that  the  licensee  tell  the  truth,  the  whole  truth,  and  nothing  but 
the  truth  regarding  any  transaction;  that  he  do  what  his  contract  calls 
for;  and  that  ho  pay  what  he  owes. 

The  Perishable  Agricultural  Commodities  Act  of  1930  establishes 
no  new  principles  of  law.   It  in  no  way  impairs  the  right  of  private 
contract  or  changes  the  laws  of  agency.   It  seeks  to  establish  more 
respect  for  law  by  imposing  penalties  upon  those  who  engage  in  these 
unfair  and  unlawful  practices  vihich   are  forbidden  by  existing  lav7s 
governing  direct  sales  and  agency  transactions.   It  gives  the  Secretary 
of  Agriculture  quasi  judicial  authority  and  prescribes  certain  methrds 
of  procedure  which  must  be  followed  in  case  a  charge  of  violation  of  the 
Act  is  filed  against  any  licensee. 
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This  method  of  imposing  penalties  for  the  violation  of  law  is 
not  a  new  one.  A  number  of  our  States  have  licensing  systems  similar  to 
the  one  established  by  this  Act.  Most  of  these  are  limited  to  agency 
transactions  but  the  principle  is  the  same.   Our  Federal  Packers  and 
Stockyards  Act  is  of  the  same  nature.   Question  has  been  raised  as  to 
v/hother  this  system  of  legislation  is  constitutional  and  whether  it  has 
even  been  tried  out  in  the  superior  courts.   The  constitutionality  of 
the  Packers  and  Stockyards  Acts  v^as  approved  by  the  Supreme  Court  of  the 
United  States  in  May,  1922,  in  a  case  appealed  from  the  United  States 
District  Court  in  the  northern  district  of  Illinois. 

In  all  of  our  considerations  of  the  Act  let  us  remember  that 
it  applies  only  to  transactions  which  are  in  interstate  or  foreign 
Qommerce,  This  is  a  Federal  law  and  as  such  it  cannot  apply  to  intra- 
state transactions. 

The  term  "perishable  agricultural  commodity"  has  been  defined 
as  meaning  fresh  fruits  and/or  fresh  vegetables  of  every  kind  and 
character  whether  or  not  frozen  or  packed  in  ice.   It  was  the  evident 
intention  of  the  f ramers  of  this  Act  to  include  frozen  fruits  and  it 
has  been  ruled  that  the  addition  of  sugar  to  fruits  before  freezing  does 
not  change  their  character,  they  still  being  sold  and  used  as  fresh 
fruits.   Products  like  seed  potatoes  which  may  be  used  either  for  seed 
or  table  purposes  do  come  under  the  Act.  Nuts  and  dried  or  otherwise 
preserved  fruits  do  not  come  under  the  Act. 

The  Act  applies  to  three  distinct  groups  of  persons,  the  term 
"person"  being  defined  to  include  individuals,  partnerships,  corpora- 
tions, and  associations.   These  groups  are  commission  merchants, 
dealers  and  brokers.  A  commission  merchant  is  defined  as  a  person  who 
is  engaged  in  the  business  of  receiving  in  interstate  or  foreign  com- 
merce any  perishable  agricultural  commodity  for  sale,  on  commission,  for 
or  on  behalf  of  another.  A  broker  is  defined  as  a  person  engaged  in  the 
business  of  negotiating  sales  or  purchases  in  interstate  or  foreign 
commerce  of  any  perishable  agricultural  commodity  for  or  on  behalf  of 
the  vendor  or  the  purchaser.   These  are  the  usual  definitions  of  the 
functions  of  these  groups. 

The  term  '"dealer"  is  defined  as  a  person  who  is  engaged  in  the 
business  of  buying  or  selling  in  carload  lots  any  perishable  agricul- 
tural commodity  in  interstate  or  foreign  commerce.  The  grower  who  sells 
only  products  of  his  own  raising  is  not  required  to  take  out  a  license. 
If,  however,  he  buys  from  his  neighbor  in  carload  lots  and  sells  such 
commodities  in  interstate  commerce  he  becomes  a  dealer  and  as  such  all 
of  his  transactions,  including  those  in  commodities  of  his  own  raising, 
come  under  the  pro-\>'isions  of  the  Act. 

Cooperative  marketing  associations  are  considered  as  separate 
entities  in  the  eye  of  the  lav/,  and  even  though  they  are  made  up  of 
growers  who  as  individuals  would  not  be  required  to  take  out  licenses 
they  must  take  out  licenses  as  associations  if  they  are  buying  or  selling 
these  commodities  in  interstate  commerce. 
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The  retailer  who  "buys  for  sale  at  retail  only,  need  not  take 
out  a  license  uiitil  his  purchases  in  any  calendar  year  amount  to  more 
than  20  carloads,  ■  The  Act  authorizes  the  Secretary  to  define  the  term 
"in  carloads".   This  has  been  defined  to  include  corresponding  quantities 
handled  by  truck,  boat,  or  other  means  of  transportation,  in  units  of 
not  less  than  a  quarter  carload  of  minimum  capacity,  A  truck  dealer 
therefore  who  repeatedly  hauls  quarter  carloads  by  truck  from  one  State 
to  another  must  be  licensed  if  his  total  haulings  in  a  single  year  amount 
to  as  much  as  a  carload. 

Truck  dealers  have  proven  the  most  difficult  class  of  all  to 
get  under  license.   Many  of  them  do  not  liave  fixed  territories  in  which 
they  v/ork.   They  haul  from  different  producing  territories  at  different 
times  of  the' year  to  whatever  market  they  feel  offers  the  best  outlet. 
Some  of  their  business  is  in  interstate  commerce  while  some  of  it  is  not. 
Many  of  these  truck  dealers  are  growers  virho  begin  by  marketing  their  own 
crops  and  then  continue  their  trucking  operations  as  long  as  they  are 
able  to  make  a  profit.   For  example,  in  the  city  of  New  Orleans  records 
show  that  during  the  last  year  1000  different  trucks  hauled  fruits  and 
vegetables  into  the  city  markets.   These  came  from  Texas,  Oklahoma, 
Louisiana,  'Southern  Arkansas,  Mississippi  and  Alabama,  Many  made  only 
one  or  tvj'O  appearances  on  the  market. 

Canners  are  required  to  take  out  licenses.   They  are  dealers 
if  they  buy  these  commodities  in  quarter  carload  lots  regardless  of  whe- 
ther the  products  purchased  were  grown  in  the  State  in  which  the  factory 
is  located  or  in  another  State.   This  is  because  of  the  provision  of  the 
la^v  which  declares  that  "a  transaction  is  in  interstate  commerce  if  such 
commodity  is  part  of  the  current  of  commerce  in  the  trade  in  that 
commodity  v/hereby  such  commodity  and/or  the  products  of  such  commodity 
are  sent  from  one  State  with  the  expectation  that  they  will  end  their 
transit,  after  purchase,  in  another,  including,  in  addition  to  cases 
within  the  above  general  description,  all  cases  where  sale  is  either  for 
shipment  to  another  State,  or  for  processing  v/ithin- the  Sta-fco  and  the 
shipment  outside  the  State  of  the  products  resulting  from  such  process- 
ing". 

The  dealers  about  vrhom  there  seems  to  have  been  the  most  uncer- 
tainty as  to  whether  -licenses  are  required  are  the  jobbers.   The  Solicitor 
of  the  United  States  Department  of  Agriculture  has  ruled  that  a  jobber 
who  purchases  commodities  in  carload  quantities  as  defined  in  the  regula- 
tions; under  the  Act,  either  unsold  or  in  the  original  unbroken  package 
from  the  importer,  whether  he  be  a  shipper  in  another  State  or  the  whole-  . 
saler  in  his  own  State,  is  buying  in  intersto.te  commerce  and,  therefore,  ■ 
is  subject  to  the  Act.   If  the  commodity  is  still  unsold  or  is  in  the 
original  unbroken  package,  as  for  instance,  Western  apples  in  boxes,  the 
transaction  is  in  interstate  commerce  whether  the  purchase  be  made  from 
the  railroad  oar  or  from  the  importer's  warehouse  or  place  of  business. 
In  other  words,  the  jobber  who  repeatedly  buys  as  much  as  one -fourth  of  a 
minimum  car  from,  a  car  or  from  the  place  of  business  of  the  wholesaler  is 
buying  in'  interstate  commerce  within  the  meaning  of  the  Act  and  must  take 
out  a  license.   This  ruling  is  based  upon  the  current  of  commerce  provi- 
sion of  Section  1,  paragraph  8,  of  the  Act. 
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It  is  held  that  tho  jobber  who  buys  in  less-than-carload 
quantities  would  require  a  license  if  he  sells  to  a  dealer  from  another 
State,  in  carload  quantities  as  defined  in  the  regulations,  for  cash  in 
his  store,  tho  dealer  from  the  other  State  to  make  his  own  delivery. 
This  is  based  on  a  decision  of  the  Supreme  Court  that  the  purchase  of  a 
commodity  for  shipment  in  interstate  commerce  is  as  much  a  part  of 
interstate  commerce  as  is  the  sale  at  destination. 

It  is  also  held  that  purchases  or  sales  in  interstate  commerce 
by  a  jobber  may  be  of  mixed  commodities  provided  "the  quantity .  complies 
with  the  provisions  of  the  definition  of  "in  carloads". 

The  most  common  of  tho  unfair  practices  definitely  forbidden 
by  the  Act,  if  we  can  judge  by  the  character  of  the  complaints  received, 
is  rejection  Vvdthout  reasonable  cause,  y'e   have  frequently  been  asked 
Vifhat  constitutes  reasonable  cause  for.  rejection.   It  would  be  difficult 
to  enumerate  all  of  these  causes.   Perhaps  the  most  common  is  breach  of 
contract  by  the  other  party.   There  are  many  ways  in  YJhich  a  contract 
may  be  breached.   Common  among  these  in  the  fruit  and  vegetable  industry 
are  failure  to  grade,  pack,  or  load  in  accordance  v/ith  the  provisions  of 
the  contract,  or  failure  to  ship  at  the  time  and  in  the  manner  specified, 

A  largo  number  of  rejections  have  come  to  our  attention  which 
have  been  based  on  failure  to  ship  on  the  date  called  for  by  contract, 
there  apparently  still  being  some  misunderstanding  about  the  meanings  of 
tho  shipment  terms  which  have  been  so  clearly  defined  in  trading  rules 
that  have  been  adopted  by  the  trade  organizations.  Failure  to  route  as 
directed  and  to  furnish  the  type  of  service  in  transit  required  by  con- 
firmation arc  other  reasonable  causes  for  rejection  which  have  frequently 
been  given  in  response  to  our  inquiries  folloviring  complaints  by  tho 
shippers.   There  are  various  other  rather  common  failures  on  the  part  of 
shippers  to  comply  with  contract,  such  as  the  shipment  of  particular 
brands,  the  use  of  certain  labels,  the  use  of  second-hand  sacks,  shipment 
without  top  icing,  failure  to  provide  heater  service  and  to  give  proper 
icing  instructions. 

By  far  the  most  connon  reason  given  by  the  receiver  for  rejec- 
tion is  the  quality  or  condition  of  the  commodity  received.   Misunder- 
standings of  this  kind  betiveon  shippers  and  receivers  bring  before  us  tho 
whole  subject  of  standardization,  the  meaning  of  "f,o,b,"  and  "delivered" 
sales  and  the  question  of  responsibility  for  transit  risks.   It  has  been 
our  observation  that  there  is  much  uncertainty  in  the  minds  of  shippers 
and  receivc?r5  regarding  all  of  these  subjects.  Therefore  it  is  well  to 
devote  a  little  consideration  "to  each. 

It  is  easy  to  sit  dovm  and  write  out  a  set  of  ideal  grades. 
It  would  not  be  so  difficult  to  esto.blish  a  set  of  grades  suitable  to  the 
conditions  in  any  one  locality.  But  the  task  of  preparing  grades  for 
commodities  which  are  so  widely  grovm,  under  such  varying  conditions  of 
soil,  climate,  and  water  supply,  has  been  an  extremely  difficult  one. 
It  must  be  remembered  also  that  we  have  no  Federal  law  definitely 
authorizing  the  establishment  of  compulsory  grades  for  fruits  and 
vegetables.   The  grades  thOtt  have  been  put  out  by  the  Federal  Department 


are  "recommended"  and  their  use  is  optional  with  the  shipper.   If  the 
specifications  of  a  grade  arc'  inade  too  high  it  will  not  be:  used..-  If 
they  are  too  low  it  is  useless.  We  must  strike  a  happy  medium  in  prepar- 
ing these  grades.  ^iVhen  you  attempt  to  fix  specifications  that  will  be 
suitable  for  Florida,  Texas,  Maine,  and  Idaho  potatoes,  or  for  Washington, 
New  York,  Colorado,  and  Ohio  onions,  or  other  equally  variable  commodities 
you  are  compelled  to  do  one  of  two  things:  either  make  the  specifications 
suitable  to  the  State  which  produces  the  superior  quality  and  have  a 
grade  which  the  other  States  cannot  comply  with,  or  make  them  suitable 
for  general  use,  though  not  so  .rigid  as  may  be  desired,  and  lot  the  States 
with  the  superior  products  use  it  with  such  higher  specifications  as  may 
be  written  into  the  sales  contract.   The  latter  is  the  policy  that  has 
been  followed  by  the  Department  of  Agriculture.  ' 

It  must  be  further  remembered  that  all  of  our  fnait  and 
vegetable  grades  are  based  upon  the  minimu^  that  will  be'  permitted  in  the 
grade.  Unfortunately,  the  character  of  these  products  is  not  such  that 
the  grade  can  be  based  upon  the  total  of  desirable  qualities  as  is  done 
in  the  scoring  of  butter.   A  score  of  89,  90,  91,  or  92  represents  the 
,  total  of  the  desirable  qualities  in  this  commodity.   This  method  of 
grading  of  fruits  and  vegetables  is  followed  in  scoring 'exhibit  fruits- 
at  fairs  but  is  too  complicated  for  use  by  the  class  of  labor  that  pre- 
pares our  fruits  and  vegetables  for  market.     '    ' 

In  buying  fruits  and  vegetables  on  the  basis  of  Federal  grades 
it  must  be  expected,  for  the  reasons  just  given, ' that  there  will  be  some 
variation  in  quality  in  cars  of  the  same  grade  and  that  the  receipt  of  a 
car  of .  bettar-than-average  for  the  grade  is  no  guarantee  that  other  cars 
sold  on  the  , same. grade  basis  will  be  of  exactly  the  Same  quality.  For 
exam.ple  a  complaint  was  received  some  time  ago  of  the  rejection,  of  a  car 
of  potatoes;  the  receiver  claimed  it  ito.s  not  up  to  grade;  he  stated  that 
he  had  received  other  cars  from  the  same  shipper  which  had  been  very 
satisfactory  but  that  the  potatoes  in-thi's  ear  were  immature  and  showed 
considerable  feathering.  Now,  maturity  is  not  a  factor  of  the  U.  S. 
No,  1  grade  for  potatoes.   This  grade  applies  to  new.  potatoes  of  the 
South  ViThich  are  dug  before  they  are  fully  m.atured,  as  v:ell  as  to  northem- 
groT/TO.  late  potatoes  v.'-hich  are  generally,  although  not  always,  vrell- 
matured  ivhon  harvested,.   The  receiver  could  not  understand  how  we  could 
grade  this  car  No,  1  as  we  had  the  previous  well -matured  cars.  M^fhon   his 
attention  was  c'alled  to  the  fact  that  the  U.S.  No,  1  grade  did  not 
require  maturity  he  had  many  things  to  say  about  a  grade  of  this  kind. 
This  is  one  of  the  specifications,  ho\vever,  which  cannot  be  written  into 
the  grado  if  it  is  to  be  applicable  to  all  sections  of  the  country.   It 
is  a  specification  that  can  bo  very  easily  v/ritten  into  a  contract  if  a 
buyer  feels  that  he  must  have  mature  potatoes.   It  must  be  admitted  that 
if  a  largo  percentage  of  the  potatoes  in  cjiy  lot  just  meets  the  minimum 
requirements  for  the  grade  you  vrould  have  a  very  unsatisfactory  lot  of 
potatoes.  For  example,  if  they  were  all  between  1-7/8"  and  2"  in 
diameter,  and  practically  every  specimen  showed  all  of  the  defects  which 
the  grade  penaits,  you  would  have  a  lot  which  would  not  be  satisfactory 
to  any  buyer  yet  it  might  technically  grade  U.  S.  No.  1.   The  grado  is 
based  on  the  expectation  that  it  will  contain  the  groat  bulk  of  the  good 
potatoes  of  the  crop  and  th.at  the  average  quality  will  be  such  as  to 
make  it  satisfactory  for  ordinary  commercial  purposes. 
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•         No  sot  of  grades  can  possibly  fit  the  production  conditions  in 
all  SGctioris' of  the  country  and  the  needs  of  all  buyers.   The  Federal 
grades  should  be  considered  as  a  basis  for  making  contracts  but  not  as 
sufficient  in  themselves  if  better -than -tho-minimum  of  that  gra.de  is 
desired. 

It  is  v/ell  realized  that  the  Fede-ral  grades,  unless  used  as 
suggested,  have  their  limitations  as  trading  standards.  Wc  are  raising 
the  specifications  of  these  grades  as  rapidly  a.s  conditions  will  permit. 
We  realize,-  howevor,  that  we  cannot  make  the  specifications  too  high  if 
the  grades  are  to  bo  used;  and  if  they  are  to  be  of  any  practical  value 
whatever  they  must  be  'generally  used  by  the  shippers.   The  protection 
of  the  buyer  lies  in  the  inclusion  in  the  contract  of  such  additional 
specifications  as  may  be  agreed  upon  between  buyer  and  seller, 

I-  desire  to  call  attention  at  this  time,  however,  to  the 
danger  of  inclusion  in  sales  contracts  of  additional  specifications 
with  which  the  shipper  cannot  comply,  V'!g   h-avc  had  many  complaints  dur- 
ing the  past  few  months  covering  contracts  in  which,  in  addition  to  the 
specification  U.  S.  No,  1  grade,  such  additional  specifications  as 
"bright",  "clean",  "uniform",  "good  size"  and  "large  size"  have  been 
inserted.   The  shipper-  apparently  failed  to  realize  that  he  was  obligat- 
ing himself  to  furnish  something  more  than  was  required  by  the  term 
"U.  S.  No.  1".   Inspection  of  the  potatoes  failed,  however,  to  show  that 
they  met  such-  additional  specifications  and  we  have  been  compelled  to 
advise  such  shippers  that  they  had  not  made  good  deliveries.   I  have 
boon  advised  by  a  leading  broker  that  buyers  admit  that  they  insert 
these  additional  specifications  into  contracts  knowing  that  it  is  very 
doubtful  whether  the  shipper  con  comply.   If  he  does  not  comply  the 
buyer  has  the  legal  right  to  reject  or  demand  an  allowance  v^hen  the 
potatoes  arrive,  ITlile  wo  encourage,  therefore,  the  use  of  additional 
specifications  in  making  contracts  we  suggest  that  the  shipper  should 
agree  only  to  such  specifications  \vhen  they  are  specific  and'when  ho  feels 
sure  that  his  products  Virill  fully  meet  such  requirements.   The  broker  to 
whom  I  ha.ve  just  referred  remarked  that  many  shippers  were-  so  anxious  to 
make  sales. that  they  would  take  chances  on  such  shipments  hoping  that  the 
market  would  be  favorable  and  that  the  buyer  v;ould  accept  even  though  the 
commodity  did  not  meet  the  contract  requirements.    '   ■ 

I  desire  to  emphasize  that  there  is  nothing  in  the  Perishable 
Agricultural  Commodities  Act  vj-hich  in  any  vfay  impairs  the  right  of 
•private  contract.   You -can  make  any  kind  of  a  contract  with  which  you  can 
get  the  other  party  to  agree.   If  a  buyer  is  not  satisfied  with  1-7/8" 
minimxim  for  potatoes  he  can  ask  for  a  contract  reading:   "U.  S.  No.  1 
quality,  2  inch  minimum".   If  the  buyer  and  seller  are  not  satisfied 
v;ith  the  Washington  State  apple  grades,  which  permit  invisible  vjater 
core,  this  defect  can  be  excluded  by  the  contract.   If  the  provisions  of 
the  U.  S.  grade  regarding  the  size  of  tomatoes  in  the  California  lug  are 
not  satisfactory  you  can  spoc-ify  "vmiform  size  in  layers".   Such 
modifications  should  be  entered  into  with  "eyes  open"  and  once  agree  to 
should  be  fully  complied  with  by  both  parties. 
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We  have  found  from  complaints  that  have  been  filed  that  many 
dealers  buy  on  the  basis  of  grades  with  which,  they  are  not  familiar  and 
then  try  to  place  their  own  interpretation  upon  the  contract  grade.   If 
these  grades  are  used  they  must  be  used  as  they  are  written.  V^e  urge 
more  careful  study  of  the  specifications  of  the  Federal  grades  by  all 
who  have  occasion  to  use  them  and  will  be  glad  to  mail  copies  of  them  to 
anyone  on  request,  .These  grades  will  also  be  found  printed  in  both  the 
Blue  Book  and  the  Red  Book,,  •      , 

Complaints  filed  have  indicated  that  there  has  been  much  con- 
fusion in  the  minds  of  some  members  of  the, trade  as  to  f  .b.b.  and 
delivered  sales.   These  two  terms  involve  the  basic  question  of  whether 
the  buyer  or  seller  is  to  bear  the  transit  risk.   It  is  a  question  of 
where  the  title  to  the  goods  passes.   It  is  the  ordinary  understanding 
of  the  term  "f.o.b."  that  title  changes  hands  when  the  goods  have  been 
delivered  to  the  carrier  at  loading  poiait,  and  that  in  a  delivered  sale 
the  title  does  not  change  until  the  goods  reach  destination.   In  the 
former  case  the  buyer  must  bear  the  transit  risks;  in  the  latter  case 
the  shipper  must  bear  them.   The  situation  is  somewhat  complicated  when 
in  an  f.o.b.  sale  the  shipper  bills  a  car  to  his  own  order  and  attaches 
draft  to  bill  of  lading.   In  the  days  of  the  Food  Administration, 
shippers  and  receivers  united  in  recommending  to  the  administration 
that  "in  the  absence  of  any  defining  term  f.o.b.  shall  at  all  times  be 
construed  as  meaning  delivery  free  on  board  cars  at  point  of  loading  or 
sale,  regardless  of  whether  the  perishables  are  shipped  by  the  seller, 
open  or  -draft  bill  of  lading,  or  delivery  order  attached.   Ownership  of 
the  perishables  is  vested  in  the  buyer,  who  must  assume  all  transit  or 
other  risks  attaching  to,  oTmership,   This  ^j.dthout  prejudice  to  the  rights 
of  non-acceptance  of  the  buyer  should  the  seller  fail  to  make  delivery 
in  accordance  with  the  terms  of  the  contract  as  to  price,  quality, 
quantity,  etc,"  The  decisions  of  the  courts  on  this  point  are  at  variance, 
In  some  jurisdictions  it  has  been  held  that  the  title  in  such  a  case 
does  not  pass  until  the  buyer  pays  the  draft  and  so  gets  possession  of 
the  goods,  notwithstanding  the . fact  that  the  car  was  sold  on  an  f,o.b, 
basis.   In  other  jurisdictions,  especially  where  the  Uniform  Sales  Act 
is  in  force,  it  is  held  that  where  the  seller  retains  possession  of  the 
goods  in  an  f.o.b.  sale  by  billing  to  himself  only  for  the  purpose  of 
securing  compliance  by  the  buyer  vfith  the  terms  of  contract,  the  goods 
are  at  the  buyer's  risk  during  transit. 

Closely  connected  with  the  term  "f.o.b."  is  the  question  of  the 
responsibility  of  the  shipper  for  latent  defects  ^j-daich,  ivhile  not  evident 
or  at  least  not  serious  at  the  time  of  shipment,  cause  serious  deteriora- 
tion during  transit.  At  a  recent  conference  of  representatives  of  our 
leading  fruit  and  vegetable  trade  organizations  held  in  V'/ashington  it 
was  unanimously  agreed  that  a  shipper's  responsibility  and  liability  did 
not  cease  in  cases  where  he  knew  that  the  commodity  which  he  was  selling 
contained  latent  defects  which  might  seriously  affect  its  carrying 
quality.   For  example.  Late  Blight- of  tomatoes  sometimes  becomes  quite 
serious  in  certain  sections  of  California,  We  have  inspected  cars  at 
shipping  point  which  did  not  show  any  Late  Blight  decay.  We  have  re- 
inspected  the  same  cars  on  arrival  in  Chicago  and  found  80  per  cent  of 
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the  stock  seriously  affected  by  this  decay.   Should  a  buyer  be  compelled 
to  accept  a  car  of  this  kind  even  though  it  may  have  been  in  good  condi- 
tion at  time  when  shipped?   Cases  of  the  same  kind  occur  in  the  case  of 
Brriwn  Rot  of  peaches.  Stem  End  Rot  of  citrus  fruit  and  watermelons, 
Bitter  Rot  of  apples  and  other  similar  diseases  of  this  kind.   It  was 
felt  by  the  representatives  of  these  trade  organizations  that,  if  the 
buyer  was  going  to  be  forced  to  assume  risks  of  this  kind,  he  would 
cease-  buying  f  ,o,b,  and  v/ait  until  the  commodity  arrived  before  making 
his  purchases,  or  v^rould  purchase  on  a  delivered  basis.   This  group  of 
trade  representatives  which  met  in  Washington  unanimously  requested  that 
the  definition  of  f.o.b,  should  read  as  follows: 

"The  term  F.,O.B.  (for  example,  »F.O,B.  Laredo,  Texas', 
or  even  'F.O.B.  California')  shall  be  deemed  to  mean 
that  the  commodity  quoted  or  sold  is  to  be  placed  free 
on  board  the  car  or  truck  at  shipping  point,  in  suit- 
able shipping  condition  (see  definition  of  'suitable 
shipping  condition'),  and  that  the  buyer  assumes  all 
risks  of  damage  and  delay  in  transit  not  caused  by  the 
shipper,  irrespective  of  how  the  shipment  is  billed. 
The  buyer  has  the  right  of  inspection  at  destination 
before  the  goods  are  paid  for,  but  only,  for  the  purpose 
of  determining  that  the  produce  shipped  complied  with 
the  terms  of  the  contract  or  order  when  shipped,  and, 
subject  to  the  provision  covering  suitable  shipping 
condition,  does  not  convey  or  imply  any-right  of  rejec^ 
tion  by  the  buyer  because  of  any  loss,  damage, 
deterioration,  or  change  which  has  occurred  in  transit," 

The  definition  of  "suitable  shipping  condition"  referred  to 
above  reads : 

"Suitable  shipping  condition  on  direct  shipments  shall 
be  deemed,  tc  mean*  that  the  commodity  at, .time  ;of  bill- 
ing shall  be  in  a  condition. which,  when  .handled  under 
normal  transpartation  service  and  conditions,  will  be 
delivered  without  abnormal  deterioration  to  the 
destination  specified  in  contract  of  sale,"  ■• 

It  was  .also  recommended  by, this  group  cf  trade,  representatives 
that,  in  order  to  encourage  more  definite  agreement  as  to  who  is  to 
assume  the  responsibility  for  risks  of  this  kind,  two  additional  types 
of  f,o,l?,  sales  should  be  defined  "iii  our  rules  and  regulations.   The 
first  of  these  is  "F.OtB.  Acceptance."^   This  definition  reads  as  follows: 

"The  term  F.O.B,  Acceptance' shall  be  deemed  to  mean 
•the  same  as  F.O.B.  except  that  the  buyer  assumes  full  ■ 
responsibility,  for  the  goods  at  shipping  point  and  has 
no  right  of  rejection  on  arrival,  nor  has  he  any 
recourse  against  the  shipper  because  of  any  change  in 
condition  of  the  goods  in  transit,  unless  the  goods 
when  shipped  were  not  in  suitable  shipping  condition.  ' 
The  buyer's  remedy  under  this  method  of  purchase  is  by 
recovery  of  damages  from  the  shipper  and  not  by  rejec- 
tion of  the  shipment." 


It  will  be  noted  that  this  differs;  from  the  other  f.o.b,  defini- 
tion in  that  it  compels  the  acceptance,  by  the  bUyer  but  gives  him  the 
right  of  a  claim  for  reparation  for  losses  due;  t.o-  latent  defects. 

To  cover  cases  whei:'e  the  sellei*  insists  that  the  buyer  accept 
the  commodity  "f.o.b.  as  is"  and  without  any  recourse,  a  definition  was 
recommended  for  the  term  "f.o.b.  acceptance  final"*   It  reads  as  follows: 

"The  term  F.O.B.  Acceptance  Final  shall  be  deemed  to 
mean  that  the  buyer  accepts  the  commodity  f.o.b.  cars 
at  shipping  point  without  recourse." 

The  Department  Has  riot  .yet  acted  on  these  recommendations  or  on 
other  proposed  amendments  covering  definitions  of  common  trade  terms  but 
it  is  expected  that  some  action  of  this  kind  will  be  taken  in  the  near 
future  in  order  to  provide  definite,  well  defined'  terms  which  can  be 
used  by  sellers  and  buyers  in  their  transactions.   If  this  is  done  it  is 
believed  that  the  trade  relations  in  this  industry  will  be  greatly 
improved  because  each  party  to  a  contract  will  know  definitely  what 
obligations  and  risks  he  is  assuming. 

Complaints  of  violation  of  the  Act.  received  to  date  show  a  great 
lack  of  care  in  contract  specifications.   It  is  Well  realized  that  the 
character  of  the  business  calls  for  rapid  action  and  often  for  sales  by 
telegraph  and  telephone.   In  telegraph  sales  the  offer  and  the  acceptance 
must  correspond;  otherv/ise  there  has  been  no-meeting  of  minds  and  there 
is  no  enforceable  contract.   For  example,  a  shipper  wires  "offer  today's 
shipment  car  U.  S.  No,  1  Rurals,  100  lb,  sacks  $2.10  per  hundred 
delivered".   The  buyer  replies  "Ship  car  as  offered  if  clean  and  in  new 
sacks".   The  shipper  wires  "Confirm  your  car  U.  S.  No.  1  Rurals  and 
shipping  today  GRO^'^'ERS  23681".   There  is  no  contract  here,  for  buyer  and 
seller  never  got  together  on  the  specifications. 

It  is  the  practice  of  many  who  make  sales  by  long-distance 
telephone  to  exchange  confirmations  by  wire  immediate'ly  after  the 
telephone  conversation.   This  does  not  take  long  and  does  not  cost  much. 
It  will  jk-event  many  costly  misunderstandings.  This  is  true  of  brokers' 
transactions  as  well -as  those  that  are  direct  between  buyer  and  seller. 
The  question  of  the  responsibility  of  the  broker  for  securing  signed 
orders  from  the  buyer  is  frequently  raised,  .  In. some  States  the  broker's 
memorandum  is  held  to  be  binding  on  both  buyer  and  seller,  it  being  ruled 
by  the  courts  that  the  broker  is  the  agent  -of  both  and  so  is  authorized 
to  sign  for  both.   In  other  jurisdictions  the- broker-  is  not  authorized 
to  sign  for  the  buyer,  and  unless  the  buyer  signs  the  broker's  confirma- 
tion or  some  other  memorandum  he  cannot  be  held, because  of  the  Statute 
of  Frauds  if  action  is  brought  against  him  for  loss  due  to  rejection  and 
resale.  We  are  told  by  many  brokers  that  buyers  in  their  markets  will 
not  sign  an  order.   If  such  is  the  case  and -if  a  signed  order  is 
necessary  to  make  a  valid  contract,  the.  shipper  should  know  the  risk  he 
is  taking.   The  broker  can  inform  him  of  this  by  merely  adding  to  his 
order  the  viords  "telephone  order"  or^  "verbal-  order". 
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Many  of  the  misunderstandings  that  have  come  to  our  attention 
in  the  form  of  complaints  have  been  caused  by  the  use  of  indefinite  con- 
tract terms.  A  case  v;as  presented  to  us  for  consideration  in  which 
practically  the  only  contract  term  covering  quality  was  "beautiful  car". 
Jlhs-t   is  a  beautiful  car?   You  will  agree  that  here  is  an  excellent 
opportunity  for  a  first-class  misunderstanding.   The  term  "fine  car"  is 
perhaps  a  little  more  specific  but  is  one  on  which  shippers  and  receivers 
have  in  the  past  argued  vehemently  and  they  will  continue  to  argue  as 
long  as  a  term  of  this  kind  is  used. 

The  number  of  cases  in  which  the  contract  called  for  "same  as 
last  car"  is  surprising.   This  may  be  an  excellent  term  in  a  contract  or 
it  may  be  absolutely  worthless,  depending  upon  whether  the  last  car  was 
sold  on  definite  specifications.   In  a  number  of  instances  we  have  foiind 
that  the  previous'  car  was  sold  on  trial  without  any  specifications 
whatever.   It  can  readily  be  seen  that  such  a  term  is  a  trouble  maker. 

"Our  best  quality"  is  a  very  unsatisfactory  contract  term,  as 
are  "large  size",  "good  car",  and  "good  quality".   The  last  term  has 
come  to  us  frequently  in  complaints.   In  the  absence  of  any  definite 
meaning  for  this  term  we  have  taken  the  position  that  an  average  U.  S. 
No.  1  car  is  a  "good  car".  We  can  conceive  of  a  car  which  contained  a 
large  percentage  of  the  poorest  quality  permitted  in  a  U,  S.  No,  1  grade 
which  could  not  bo  called  a  "good  car".   In  general,  however,  the  U.  S. 
No.  1  grade  provides  good  merchantable  quality. 

There  are  definite  terms  which  can  be  used  when  additional 
quality  is  required.   Definite  size  specifications  can  be  used  instead 
of  such  terms  as  "medium",  "large",  "good  size",  etc.  Additional  quality 
terms  are  provided  in  the  U,  S.  Fancy  grade  for  most  of  our  commodities. 
For  example.  The  Fancy  potato  grade  requires  stock  to  be-  mature,  bright, 
and  well  shaped.  Each  of  these  terras  is  specifically  defined  in  the 
gr'ade.  Any  one  or  all  of  them  may  bo  added  to  the  requirements  of  the 
IT,  S.  No.  1  grade  if  the  buyer  and  the  seller  agree  to  such  terms.  It 
should  be  emphasized  again  that  there  is  nothing  in  the  Perishable 
Agricultural  Commodities  Act  that  in  any  way  impairs  the  right  of  private 
contract.  A  dealer  can  write  any  specifications  into  an  order  to  which 
he  can  get  the  shipper  to  agree.   It  is  not  the  function  of  the  Act'  to 
restrict  the  making  of  contracts  but  rather  to  see  that  they  are  lived 
up  to. 

There  is,  however,  one  kind  of  contract,  called  to  our  attention 
recently,  which  is  illegal:   the  contract  to  waive  the  right  to  exercise 
or  invoke  any  of  the  rights  or  privileges  given  by  this  Act,   It  seems 
that  some  shippers  have  been  including  such  a  provision  in  their  confirma- 
tions of  sales.   It  is  obvious  that  the  purpose  of  such  a  stipulation  is 
to  circumvent  the  statute  and  escape  the  consequences  of  a  violation  of 
any  of  it's  provisions.  But  the  statute  itself  is  as  much  a  part  of  the 
contract,  and  controls  the  transaction  as  fully,  as  though  it  were  actually 
incorporated  therein.  It  is  well-established  principle  of  lavir  that  the 
law  of  the  land  necessarily  prevails  over  conflicting  stipulations  in  a 
contract.   To  give  effect  to  such  a  stipulation  would  defeat  what  Congress 
sought  to  accomplish  by  this  statute. 


It  is  settled  "by  decisions  of  "both  Federal  and  State  courts 
that  the  jurisdiction  of  a  court  cannot  be  ousted  by  any  agreement  of  the 
parties,  and  that  every  man  is- entitled  to  resort  to  all  of  the  courts  of 
the  country  and  to  invoke  the,  protection  of  all  of  the  laws,  and  that  he 
cannot  barter  away  his  life,'  freedom,  or  his  constitutional  rights.  Even 
though. .the  individual  parties  under  such  on  agreement  might  not  invoke 
the  aid  of  the  lavt  in  securing  justice,  a  complaint  of  violation  of  the 
Act  could  be  filed  against  either  party  by  any  State  or  Federal  employee 
or  any  other  perSon  who  had  a  financial;  interest  in  the  transaction. 

Any  person  who  feels ; that  he  has  been  wronged  through  a  viola- 
tion of  the  Act -by  a  licensee  is  entitled  to  file  a  complaint  with  the 
Secretary  of  Agriculture.   Tv^o  kinds  of  complaints  are  recognized  by  the 
Act:   those  involving  reparations,  and  those  which  seek  disciplinary 
action  by  the  Secretary,   A  complaint  for  reparations  is  one  in  which 
the  complainant  asks  that  he  be  reimbursed  for  a  loss  that  he  has 
suffered  because  of  violation  of  the  Act  by  a  licensee.   Such  a  com- 
plaint may  be  filed  with  the  Secretary  any  time  within  nine  months  after 
the  cause  of  the  action  accrues.   Special  forms  are  provided  for  the 
filing  of  such  complaints,  and  can  be  obtained  upon  .application  to  the 
Bureau  of  Agricultural  Economics.  '  .' 

If  the  complaint  is  received  by  wire  or  by  long  distance 
telephone  the  party  who  is  alleged  to 'have  violated  the  Act  is  requested 
by  wire  by  the • Department  to  explain  his  side  of  the  case.  At  the  same 
time  further  information  regarding  the  details  of  the  confirmation  is 
requested  from  the"  complainant  or  broker,  "il^ihen  the'  reply  from  the 
alleged  violator  of  the  Act  has  been  received  it  is  frequently  possible 
to  point  out  to  the  parties  concerned  v;hether  there  is  reasonable  ground 
for  complaint.   In  some  instances  the  shipfier  has  not  complied  with 
terms  of  contract  regarding,  date  :of  shipment,  quality  shipped,  routing, 
or  other  provisions.   If  such'  is  the  case  he  is  advised  at  once  that  he 
has  no  ground  for  complaint' since  ho  himself  has  breached  the  contract. 
If,  on  the  other  hand,  the  evidence  indicates  that  the  buyer  has  rejected 
without  reasonable  cause  he  is  advised  that  the  Department  will  be  com- 
pelled to  proceed  viith   the  complaint  against  him  if  satisfactory  settle- 
ment is  not  reached  v/ith  the  shipper.  ■  The  Department  has  no  authority 
to  make  a  final  decision  in  such  preliminary  investigations.   In  more 
than  half  of  the  cases,  hov/ever,  v/hich  have  come  to  our  attention 
satisfactory  settlements  have  been  reached  by  these  preliminary  negotia- 
tions.  If  this  is  impossible  the  complainant  is  requested  to  furnish  all 
possible  information  bearing  on  the  case,  including  exchange  of  wires 
which  constitute  the  contract,  or  the  signed  contract  itself,  and  such 
additional  evidence  as  will  be  necessary  to  warrant  the  Department  in 
proceeding  v/ith  the  case.   After  this  investigation  has  been  completed, 
if  it  is  apparent  that  settlement  can  be  reached  in  no  other  way,  the 
complainant  is  asked  to  moke  up  and  submit  a  formal  complaint.  Upon 
receipt  of  the  complaint  it  will  be  examined  by  the  Solicitor  and,  if 
found  satisfactory,  he  will  draft  a  letter  serving  this  complaint  upon 
the  respondent.   This  serving  of  the  complaint  advises  the  respondent  of 
the  alleged  violation  of  the  Act  and  requests  him  to  satisfy  the  complaint 
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or  show  reason  for  not  so  doing.   If  the  explanations  of  tho  respondent 
are  satisfactory  the  case  is  dropped.   If,  however,  they  do  not  seem 
sufficient  the  respondent  is  advised  that  a  hearing  will  be  held  at  his 
place  of  business  on  a  certain  date.  At  such  a  hearing  the  evidence 
and  defense  may  be  presented  by  personal  testimony  or  by  deposition  taken 
by  agreement  of  attorneys  representing  the  two  parties.  Witnesses  for 
the  complainant  or  for  the  respondent  are  subject  to  cross  examination  by 
attorney  for  the  other  side,  as  in  the  usual  court  procedure. 

At  the  close  of  the  hearing  the  parties  are  advised  that  they 
will  receive  a  transcript  of  the  evidence  as  soon  as  prepared  and  will 
be  privileged  to  make  an  oral  argiomont  or  file  a  brief  with  the  Secretary. 
In  some  instances  they  are  willing  to  rest  the  case  on  the  testimony 
offered  v^hile  in  others  they  desire  to  present  a  written  argument.   The 
•Secretary,  from  the  evidence  submitted,  determines  whether  the  Act  has 
boon  violated  and  issues  a  reparation  order  against  the  respon4ent  for 
the  amount  v/hich  he  fincisdue  the  complainant.  At  the  same  time,  if  he 
finds  that  the  Act  has  been  violated,  he  fixes  a  disciplinary .penalty 
■which  may  be  either  publication  of  the  facts  or  suspension  of  license  for 
not  to  exceed  ninety  days,  except  that,  if  the  violation  is  flagrant  or 
repeated,  he  may,  by  order,  revoke  the  license  of  the  offender. 

If  the  reparation  order  is  not  paid  it  may  be  enforced  in  any 
United  States  court.   This  is  true  v/ithout  regard  to  the  amount  at  stake 
because  United  States  District  Courts  have  original  Jurisdiction  in  all 
cases  arising  under  acts  to  regulate  commerce.  The  minimum  limit  of 
|3,000,  which  most  people  have  in  mind  as  being  necessary  to  bring  a  case 
into  the  United  States  court,  does  not  apply  to  cases  arising  under  such 
acts  as  this.   The  law  further  provides  that  the  plaintiff  shall  not  be 
liable  for  costs  in  the  District  Court  and  if  he  finally  prevails  he 
shall  recovor  attorney's  fees  in  addition  to  the  amount  of  his  reparation 
order.  As  a.  jn-actical  matter,  we  hope  the  defendant's  counsel  will 
advise  him  to  reach  a  final  settlement  before  the  final  hearing  or  to 
pay  the  reparation  order  as  soon  as 'the  amount  is  determined. 

The  Act  provides  that  a  respondent  against  whom  a  disciplinary 
peno-lty  has  been  invoked  has  the  right,  through  injunction  proceedings, 
to  ask  a  Federal  court  for  a  restraining  order  against  the  Secretary, 
,  The  Federal  judge  will  act  upon  such  a  request  in  the  usual  manner.   If 
the  judge  decides  that  the  procedure  has  boon  proper  and  in  accord  with 
the  provisions  of  the  Act  and  that  the  evidence  warrants  the  penalty, 
imposed  he  v;ill  dismiss  the  injunction.  Otherwise  he  will  issue  an  order 
restraining  the  Secretary  from  proceeding  v/ith  the  enforcement  of  the 
penalty. 

In  the  administration  of  this  Act  the  Department  of  Agriculture 
will  proceed  as  far  as  possible  in  each  case  in  a  service  capacity,  hop- 
ing that  it  may  bo  able  to  clear  up  misunderstandings  rather  than  be 
forcod  to  proceed  with  the  imposition  of  disciplinary  penalties.   To  this 
end  it  is  expected  that  ultimately  investigators  will  be  stationed  in  the 
larger  markets  so  that  they  will  bo  available  for  information,  regarding 
the  Act,  for  consultation,  and  for  assistance  in  securing  quick  and  satis- 
factory settlement  of  complaints  while  the  complaints  are  in  the  informal 
stages.   If,  hov;ever,  such  a  service  and  such  preliminary  investigations 
do  not  result  in  satisfa.ctory  understandings,  formal  procedure  as  des- 
cribed above  will  be  necessary,  and  in  case  the  Secretary  of  Agriculture 
finds  there  has  been  violation  of  the  Act  appropriate  penalties  will  be 
imposed. 
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WHITHER  IS  MEPJ CAN  AGRIGULTiJItB  TENDING? 
Lloyd  S,  Tenny  ■ 
Business  Mana-ger,-  Chicago  Mercantile'  Exchange 


It  is  an  oft  repeated  platitude  that  we  are  living  in  a  chang- 
ing age,  A  man  of  four  score  years  can. look' back  over  a  lifetime  of 
greater  progress  and  change,  than  a  person  living  in  any  'other  period  of 
the  vrorld's  history.  ]\'e   stand  here  at  the  midway  point  of  1931  somewhat 
bewildered  and  amazed,  scarce  knowing  where  the  roads  of  the  future  will 
lead  us.   This  progress  affects  us  in  agriculture  and  presents  to  agri- 
culture many  difficult  problems.   It  affects,  also,  in  an  important  way, 
industry,  transportation,  banking  and  all  other  lines  of  human  endeavor. 

In  order  better  to  evaluate  the  forces  with  which  we  are  con- 
tending, it  is  a  good  thing  now  and  then  for  us  to  try  and  separate 
ourselves  from  the  multitude  of  details  and  petty  affairs  of  the  day  and 
take  a  quiet  view  of  the  past  and  try  to  understand  the  factors  that  have 
brought  us  to  the  point  of'  development  in  which  v^re  now  find  ourselves  a 
party. 

The  people  in  Chicago  are  novir  preparing  for  a  great  celebration 
in  1933  known  as  a  Century  of  Progress.   To  an  individual  a  hundred  years 
is  a   long  span.   In  the  history  of  civilization  such  a  period  is  a  rela- 
tively short  space.  What  strenuous  changes  have 'taken  place  in  these 
hundred  years.   The  American  people  then  were  confined  to  a  relatively 
narrow  strip  of  country  from  New  England  and  New  York  on  the  north  to 
Florida  and  Louisiana  on  the  south,  with  the  Alleghany  mountains  fixing 
the  western  limit  of  civilization. 

Transportation  by  water  was-  the.  safest  and  most  rapid  means 
available.-  Every  farm  was  an  individual  unit,  largely  self  supporting 
and  almost  wholly  independent  of  every  other  farmer  in  the  country.   The 
local  manufacturer  was  truly  local  in  every  sense  of  the  word.   The  first 
post  office  in  Chicago  was  established  just  one  hundred  years  ago  now. 
Imagine  the  separation  that  existed  betweqn  the  writer  of  a  letter  in 
Boston  and  the  receiver  of  the  same  letter  in  Chicago  weeks  later.   Tonight 
I  can  step  to  a  telephone  here  in  Orono,  Maine,  and  in  less  than  two  or 
three  minutes  be  talking  with  my  family  in  a  suburb  of  Chicago, 

X        These  changes  are  indeed  rcvolutiona.ry  in  nature  and  have  affected 
the  life  of  every  man  and  woman  irrespective  of  what  business  he  or  she 
may  be  pursuing,  ^ 

We  talk  about  an  industrial  revolution  of  the  past  century.   It 
has  indeed  been  a  revolution  in  its  effect  upon  mankind,.  Formerly  the 
individual  was  the  basis  of  industry  and  manufacture.   Many  of  you  can 


305 


remember  the  individual  shoemaker  who  actually  made  a  pair  of  shoes.   The 
old  harness  shop  in  the  old  town  of  my  boyhppd' was  always  a  place  of 
•interest  and . amazement  to  me.   Then  too,  the  uncle  who  had  a  wagon  shop 
was  the  idol  of  a  boy's  life. '  He  vms  the  real  business  man- of  the 
community,  the  real  manufacturer  of  that  day.' 

These,  now,  have  all  passed  on  to  their'  reward  and  the 
industries  they  represented,  likewise,  are  things  of  the  past.   The  shoe 
maker  has  changed  into  the  great  factories  of  Brockton,  Rochester  and 
St.  Louis.  The  mail  order  houses  sell  the  few  harnesses  needed  under  ■ 
1931  conditions.   A  million  dollar  corporation  with  ten  thousand  or  more 
employes  produce  the  autos  and  trucks  that  have  replaced  the  carriages 
and  wagons.  These  changes  represent  the  industrial  revolution.   It  is 
that  transition  from  individual  effort  to  mass  production.   Industry  and 
manufacture  have  been  able  through  the  nature  of  these  industries  to 
adjust  themselves  rather  readily  and  almost  completely  to  this  new  line 
of  economic  endeavor. 

Again  I  v^rant  to  emphasize,  however,  that  not  only  have  these 
other  industries  been  affected  but  the  same  factors  ar6  affecting  agri- 
culture and  the  difficulties  in  which  agriculture  finds  itself  at  the 
present  time  largely  grow  out  of  the  fact  that  by  the  very  nature  of 
agriculture  itself  it  is  more  difficult  to  adjust  itself  to  this  new 
economic  order  and  hence  the  difficulties  under  which  agriculture  is  now 
siiffering. 

It  is,  then,  under  these  modern  economic  conditions  that  agri- 
culture must  function  whether  it  desires  to  do  it  or  not,  whether  it  is 
to  the  advantage,  or  disadvantage  of  agriculture.   A  greater  understanding, 
therefore,  of  these  economic  problems  and  their  influence  upon  agriculture 
will  go  a  long  way  toward  giving  our  farm  leaders  the  proper  perspective 
to  guide  them  in  leading  the  farm  people  back  to  a  better  'day. 

It  is  important  to  keep  in  mind  that  the  economic  developments 
of  the  past  in  no  way  changes  the  fundamental  law  of  supply  and  demand. 
These  changes  do  affect  the  actual  working  of  the  law  of  supply  and 
demand  as,  under  modern  transportation  and  communication  services,  the 
world  ho.s  noviT  become  a  relatively  small  and  the  individual  wheat  grower 
or  the  producer  of  butter  in  the  United  States  is  affected  more  directly 
and  to  a  greater  degree  by  conditions  .in  South  America,  Australia  or 
Liverpool,  England,  than  were  the  producers  fifty  or  seventy-five  years 
ago  affected  by  conditions  one  hundred  Or  two  hundred  miles  distant. 

In  its  application  to  the  individual  farmer,  it  means,  for  all 
practical  purposes,  that  the  individual  producer  is  no  longer  an 
individual  unit  but  in  the- operation  of  his  individually  owned  farm  he 
must  take  into  consideration  v/hat  his  competitor,  not  only  locally  but 
widespread,  is  doing.  * 

Just  ^vhat  the  development  of  the  future  in  agriculture  vfill  be, 
it  is  impossible,  of  course,  to  prophesy,   A  few  fundamental  principles 
can  be  safely  laid  dovm.   Just  hov/  the  accomplishment  of  these  fundamentals 
vifill  be  developed  by  our  agricultural  people  is  the  question  that  is 
largely  in  doubt. 
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First- -Individual  farm  ovmcrship  and  individual   initiative   on 
the   part   of  tho   producer  will  undoubtedly   remain  a  part   of   our  American 
agriculture,      I  beliervc  that   it    is  totally   inconceivable   that   an  experi- 
ment  similar  to   the   one  nov;   going  forward   in  Russia  will   ever  be   attempted 
in  this  country.     VsTe  have   always   stood  for   individual   liberty  and 
individual   initiative,'    The  farmer  has   been  the   foremost   advocate   of  this 
principle   of    individualism.      It  would  b,G,    in  my  opinion  at   le-ast,    a   sad 
thing  for  American  life   if   this  principle   of   individual    ownership  and 
individual   initiative  was   ever   eliminated  from  our  farm  life, 

Sec<)nd--In   spite   of  the  fact  that  we  will   likely  halre  a  con- 
tinuance  of  individualism  on  the  farm,    it   is   a    safe  assertion  that   in  the 
marketing   of  our  agricultural    products  v;e   are   going   to.  have  a  development 
of  larger  organizations   and   larger  units,    and  the   individualism  of  the 
farmer  Virill   in  the   future  be   largely  lost   and   in  its   place  will  come  the 
large   distributing  agencies  that  mil  be   in  a   strong  position  to   cope 
with  these  world  v/ido   conditions. 

Third — These   large   controlled  marketing  organizations  may  bo 
either   cooperatively  controlled  by  the  farmers   themselves   or  they  may 
consist  of  commercial  organizations.      In  my  opinion  both  typos  v/ill 
prosper   in  the  future.      It   i's -beyond  my   imagination,  to  believe  that  the 
entire   distribution  system  of   our  agricultural    products  will  ever  be   in 
the  hands   of  producer  controlled  agencies.     With  certain  commodities'  and  • 
in  certain  districts  the  cooperative  will  be   a  verv   important   and  poViTerful 
orga.nization.      In  others,    the   strict  type   of  commercial   organization  will, 
undoubtedly,    control  the   distribution  of  those  pro'ducts. 


After   all   is    said   and   done,    it   is    probably  not    so   important  ■ 

v/hethor  the   distribution  agencies   be   grower   controlled   or   commercially 
established.      The   question  is  whether  the  work   of  distribution  is  being", 
effectively,  done,  and  whether  the   scheme   of   distribution  repays  the 
farmer   a  fair   share   of  the  monoy  paid  by  the    consumer  for  those   products, 

.   Fourth--Irrespcctive   of  what   other   developments  there  may  be, 
it-  is   a  safe   prediction  that  the  farmer  of  the  future  must  be  nationally 
or   internationally  minded  and  that  his  production,  and  marketing  problems 
will  be  developed   on  the  basis   of  these  national  and   international   facts. 

This    is   essentially  a  matter   of   education.      Educational  vrork  is 
slow.      It  will   take  many  years  to   accomplish  the  type   of   education  that 
will   be  needed  for  our  American  farm   people  to  adjust  themselves   to  the 
economic   conditions   of  the  prosent  day.      It  will  ultimately  be  accomplished; 
if,    in  no  other  way   it  vjill  be   accomplished  by  the   road  of   hard  knocks. 
The  farmer  who   does   adjust   himself  to   this   condition  ivill   succeed.      The 
producer  who   still  maintains   that  he    is  an   individual  and   is   going  to  run 
his   production  and  marketing  problems   in  a  viholly   individual   manner  will 
find  himself   a  back  number   and  he  v/ill  be   replaced  by  the  nevj-,    more-  '  "'  ' 
progressive,    type   of  farmer. 

Personally,    1  am  an   optimist;    I   always   have  bben  an  optimist. 
I  think  vro   are   going  through  a  period  of  world   readjustment,    the   like   of 
which  has   never  boon   seen,     v.^o  will  ultimately  win  out.      Adjustments   in 
agriculture  v/ill  be  made   and  the  time   is   not   so   far  distant,    in  my  opinion, 
when  once   again  vro  v;ill   see   a  prosperous   and  healthy  type   of  American 
agriculture. 
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INSPECTION,   GRA.DING  AND  BRAInIDIKG  POTATOES 
Discussion  "by 
Wallace  E.  Woodman 
Woodman  Potato  Company,  V/ashburn,   Maine 


Inspection 

There  were   less   cars   inspected   in  Aroostook  last   season  than  the 
year  before.      One-third  of  the  cars   inspected  in  the   State   of  Maine  were 
paid  for  by  our   Company.     We    stuck  to    it   faitiifully  for   sixty   days,   but 
would  have  gone   out  of  business   if  we  followed  it  up  because  of  competi- 
tion with  non-inspected  stock,      I  understand  from  Mr.   Yifhite   and 
Mr.  Washburn  that   Compulsory   Inspection  is   impossible.     Yifhat  we  want   is 
Compulsory  Inspection  in  Aroostook  County. 

Question  -  V^fould  you  approve   of  Universal  Inspection? 

,    Ansvrer   -   "Yes", 

It  is  next  to  impossible  to  stay  in  the  game  and  pay  the  inspec- 
tion fee  when  other  shippers  are  taking  ungraded  stock  from  the  grower  at 
the  market  price. 

Question  -  How  is  Compulsory  Inspection  working  out  in  Kansas? 

Answer  -  (By  F.  G.  Robb)  Colorado  vras  the  first  state  to  have 
such  a  law  passed  in  1921,   It  v/as  not  a  success.   It  was  passed  without 
the  approval  of  the  majority  of  the  potato  growlers  and  shippers,  and 
without  sufficient  organization  to  enforce  it.   There  was  so  much  boot- 
legging of  potatoes,  without  inspection  and  evasion  of  the  law,  that  it 
was  repealed  after  two  or  three  years.   Colorado  came  back  again  and 
last  year  began  with  a  Compulsory  Inspection  law.   In  the  meantime 
Kansas  'had  passed  a  similar  law.   Kansas  made  it  the  requirement  of  the 
railroad  company  that  before  they  could  bill  out  a  car  an  inspection 
certificate  had  to  be  presented  and  a  notation  made  on  the  bill  of  lading 
that  the  car  had  been  inspected.   This  has  worked  quite  successfully  in 
Kansas.   They  have  a  rather  compact  production  area,  the  total  number  of 
shipping  points  is  not  great.   The  law  contains  a  provision  by  which  the 
Agricultural  Board  could  exempt  places  where  there  ate   only  one  or  two 
cars  shipped.   One  of  the  difficulties  was  that  it  vras  too  expensive  to 
go  to  places  to  make  inspection  where  only  a  few  cars  were  shipped.   It 
was  not  done  and  cars  went  out  anyway.   The  law  in  Kansas  requires  post- 
ing in  the  car  a  card  of  the  grade  which  has  been  established  by 
inspection.   It  is  unlawful  to  remove  the  inspection  card,  but  is  often 
done  and  potatoes  are  sold  as  another  grade.   This  is  unfair  to  other  men. 
Our  Department  has  never  gone  on  record  as  approving  Compulsory  Inspection, 


but  we  never  yet  failed  to  cooperate  with  any  state  which  has  seen  fit  to 
approve  such  a  law.   Compulsory  Inspection  service,  vathout  a  very  strong 
sentiment  on  the  part  of  a  large  percentage  of  the  shippers,  is  fraught 
with  a  great  many  difficulties. 

Question  -  Is  not  the  difficulty  in  getting  inspection  due  to 
inefficiency  in  the  present  system  and  inefficiency  on  the  part  of  the 
shippers  themselves  in  their  function  in  the  marketing  of  potatoes? 

Answer  -  Shippers  are  not  organized. 

Question  -  Could  you  afford  to  turn  down  very  many  potatoes? 

Answer  -  No,  you  would  soon  be  out  of  business  if  you  insisted 
upon  first"~qualTty  potatoes  unless  you  paid  the  price  for  them.  Com- 
pulsory Inspection  would  cure  the  state  as  a  v/holc  from  shipping  poor 
quality  potatoes. 

Grading  :■  ■ 

Good  quality  potatoes  depends  upon  the  seed  you  plant  in  the 
first  place.   Plant  good  seed  and  you  are  bound  to  have  good  type  potatoes. 
Size  depends  upon  distance  you  plant  the  seed  pieces  in  the  row.   Large 
potatoes  are  called  "bulls".   In  a  plentiful  season  buyers  demand  .medium 
sized  potatoes,  or  what  there  is  least  of.   Defects  begin  in  the  field  on 
account  of  careless  methods  and  are  increased  later  for  the.  same. reason, 
by  use  of  poor  harvesting,  and  grading  machinery.   Color  ciepend.s  upon  .soil. ,  ■ 
All  of  these  things"  enter  .into -the  quality  of  potatoes^   i  think  we  hav©  ,  •-■ 
a  long  way  to  go  in  the  handling  of  potatoes  after  we  grow  them.   Improve- 
ment in  machinery,  especially  diggers  is  necessary.    .  .  .,  ..  ..   ,  -  : 

Question  -  Are  there  many  different  brands?     ,  .   .  .  ^ 

Answer  -  About  150  different  brands  are  now  being  shipped.  :Brand 
means  nothing  unless,  the  smaller  shippers  handle  their  own.  brands  and  see 
what  goes  into  them.  An  attempt  vms.  made  to  pass  a  Brand  Act  at, the  last   • 
Legislature.   It  was  stepped  on  for  some  reason  or  other,,  1  do  not- kn.ow 
the  reason.   It  would  have  been  a  step  in  the  right  direction,  leading  to. 
better  quality  and  more  honest  pack.    ■    '  '  ■        ,  ;.;..,. 

Question  -  Is  proposed  brand  ©no  brand? 

Answer  -  No, .potatoes  could  still  be  brahded  as  U.  S.  Grade  One 
or  Two.   Shippers  should  pay  a  penalty  if  the  brand  is  not  as  represented,  • 
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A  coo- ERi^.TI 'JE  SET-UP  FOR  Jl^METIKG  LAIKE  l-'OTATOES 
?',  Ray  Thompson 
President  Maine  federation  of  Agricviltural  Assooiations 

Caribou,  Maine 


In  order  that  you  may  understand  more  clearly  the  attitude  of 
the  Maine  Potato  Grov/er  tov/ard  cooperative  marketing,  I  v/ill  endeavor 
to  outline  the  methods  used  in  past  years  by  growers  in  the  disposition 
of  the  crop.   In  the  first  place,  the  Maine  potato  grower  is  an  individ- 
ualist.  The  land  which  he  operates,  in  man;'  instances,  was  cleared 
from  the  forests  by  his  forefathers.   These  lands  have  been  improved  by 
each  successive  generation.  ",  hen  potatoes  were  first  raised  on  a  com- 
mercial basis,  the  only  outlet  for  the  crop  was  for  the  manufacturing 
of  potato  starch.   As  the  land  improved  and  better  methods  of  farming 
were  introduced,  the  .:,rower  raised  his  crop  to  be  sold  in  the  nearby 
markets  for  food.   During  this  time  potato  dealers  come  into  the  picture. 
These  men  were  tradesmen  v/ho  bought  the  produce  and  sold  it  in  the  con- 
suming markets. 

These  dealers  wore  not  in  any  caso,  grovrers  of  potatoes.   The 
farmer  delivered  his  potatoes  to  the  dealer's  warehouse,  the  stock  was 
graded,  and  he  was   paid  cash  for  the  load  at  the  warehouse  door.   From 
year  to  -'ear  he  gambled  v/ith  the  fluctuations  in  the  irarket  caused  by 
supply  and  demand.   During  those  years  the  dealer  who  bought  the  stock 
would  fill  his  vrarohousos  in  the  fall  during  harvesting  time,  and  gamble 
with  it  durin ;  the  balance  of  the  selling  season.   During  these  years 
the  dealer  profited  handsomely  from  his  business,  and  the  grovfor  re- 
ceived a  profit  for  his  work.   As  time  vront  on,  however,  the  picture 
changed.   Many  of  the  large  potato  dealers  acquired  farms  and  became 
large  groovers  of  potatoes  as  well  as  dealers  in  the  commodity.   In  the 
meantime  wholesale  and  retail  distribution  of  potatoes  in  the  city  mar- 
kets undenvsnt  a  number  of  changes.   Under  the  old  method  potatoes  vrere 
sold  by  t'^e  corner  grocer  who  operated  individually  and  in  competition 
with  other  independent  grocers.   In  the  new  scheme  of  distribution,  tho 
chain  store  groups  "  ave  taken  over  t!-.o  control  of  the  distribution  of 
agricultural  commodities.   Those  chain  store  groups  have  established 
their  ovm  ivarehouses  in  producing  areas  and  because  of  their  tremendous 
buying  power  and  influence  have  come  into  control  of  a  vast  quantity  of 
tho  production.   The  introduction  of  these  chain  groups  in  producing 
areas  has  placed  the  independent  dealer  in  a  precarious  position  because 
it  has  made  it  difficult  for  him  to  compote. 

In  tho  meantime  the  groxver  clement  has  spent  millions  of  dol- 
lars in  developing  production  programs  in  advancing  better  cultural  and 
harvesting  methods,  tho  use  of  improved  seed,  etc.,  but  never  has  he 
expended  a  dollar  to  improve  his  marketing  methods. 
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In  1923  an  effort  v:as  made  by  a  fow  men  to  market  Maino  potatoes 
cooporativelv  under  a  plan  knoim  as  the  Sapiro  plan.   The  plan  after  a 
two  year  trial  proved  to  be  a  failure.   A  srcat  many  growers  suffered  by 
the  failure  of  this  organization  and  vrero  satisfied  to  go  back  to  the  old 
r>lan  of  so  I  line  potatoes  to  the  dealer.   Up  to  this  time  grading  rules 
had  never  beon^strictly  enforced,  and  the  dealer  bought  potatoes  from  any 
farmer  who  came  to  his  door.  Ho  paid  the  same  price  to  every  farmer 
whether  his  potatoes  wore  excellent  or  whether  they  yrorc  poor.   Those 
potatoes  were  all  loaded  in  the  same  car  and  shipped  to  mar]:ct.   The 
grower  having  good  bright  stock  was  penalized  in  having  to  accept  the 
same  price  that  the  grovror  of  inferior  stock  received.   Thn  city  demand 
for  bettor  .graded  stock  and  increased  competition  from  the  chain  store 
groups  has  forced  the  dealer  into  oxi   increased  over-head  expense  in 
operatin-  and  a  narrowing  dovm  of  his  margin  of  profit  in  the  turning 
over  of  his  capital. 

Durin,;  the  last  three  or  four  years  the  dealer  has  paid  the 
■farmer  in  cash  at  the  warehouse  door  within  five  or  ton  cents  per  barrel, 
of  the  price  that  it  has  been  possible  for  him  to  receive  for  potatoes 
in  the  market.   Is  it  anv  wonder  then,  that  the  grower  is  satisfied  v;ith 
the  present  method  of  soiling  his  stock?   His  privilege  of  selling  his 
produce  for  cash  coupled  with  the  recent  debacle,  in  the  failure  of  the 
cooperative  attempt  of  1923,  ha  s  blinded  him  to  the  real  benefits  to  bo 
derived  from  the  coopcraoive  marketing  of  his  crop.   liis  business  has 
become  apparently  economically  sound,  he  is  on  a  cash  basis  in  m.any  in- 
stances, or  has  the  cash  equivalent  in  credit,  and  is,  therefore,  inde- 
pendent and  may  do  as  ho  pleases.   Due  to  this  position  the  farmer  has 
overlooked  the  fact  that,  a  serious  problem  hr  s  arisen  in  the  marketing 
.  of  the  crop,  the  burden  of  which  was  placed  upon  the  shoulders  of  the 
dealer.        ■    ■ 

In  1929  Congress  enacted  the  Agricultural  Marketing  Act. 
This  act  was  passed  in  order  to  assist  the  business  of  agriculture  in 
the.  United  States,  placin;;  it  on  the  same  economic  basis  as  is  enjoyed 
by  the  industries  of  the  country. 

In  the  fall  of  1929  the  Aroost6ok  County  Farm  Bureau  requested 
the  Federal  Farm  Board  to  send  a  man  to  Aroostook  to  make  a  study  of  the 
situation  in  the  northeast  as  regards  the  potato  industry.   The  Farm 
Board  granted  this  request  sending  M.  C.  r-ay   into  the  County.   On  Mr. 
Gay's  recommendation  a  representative  was-  sent  from  Aroostook  to  confer 
vnth   the  Farm  Board,  as  "-  member  of  a  potato  contact  committee.   Later 
in  the  -ear  other  men  representing  the  Board  came  .to  Aroostook  and  met 
various  groups  of  farmers,  and  discuss.ed  v/ith  them  the  marketing  act  and 
the  problems  confronting  potato  ^jrowcrs. 

The  principal  meeting  was  hold  at  Maysvillo  Grange  Hall  in 
August  1930.   This  meeting  was  attcmded  by  Mr..  Taylor  and  Mr.  Yllson  re- 
presenting the  Farm  Board. and  v/as  also  attended  by  seventy-five  men  re- 
presenting evcr^r  phase  of  the  potato  industry.   After  a  lengthy  dis- 
cussion of  the  various  phases  of  the  potato  industry,  it  xras   generally 
agreed  that  the  industry  had  m.any  problems  and  that  they  should  be  ser- 
iously considered  and  an  effort  made  to  solve  some  of  these  problems. 
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At  this  mofiting  f.  committoG  of  scvon  men  v/as  e.ppointbd  to  make  a  study 
of  the  situation  ■:.nd  to  report  at  a  later  date.   This  committee  in  co- 
operation with  a  fact-finding  oommittco' selected  from  the  Extension  Ser- 
vice at  the  University  of  i'laino  and  the  State  Bopartmont  of  Agriculture 
presented  its  report  to  the  grov^er  group  later  in  the  •.."inter .   The 
findings  of  the  coiTimittce  brought  out  many  glaring  defects  in  thv.-  hand- 
ling of  tho  industry,  the  out-standing  defect  being  inefficient  market- 
ing.  This  committco  was  authorized  to  drav/  up  a  plan,  to  bo  presented 
at  a  later  date,  having  as  its  purpose  a  more  efficient  method  of  mar- 
keting Maine  potatoes.   The  plan  wds"  presented  to  the  large  covmty 
group  and  vras   favorably  received  bv  that  body.   This  group  authorized 
the  committee  of  seven  to  prepare  a  contract  and  by-laws  for  a  marketing 
organization.   This  duty  was  carried  out  by  the  committee  and  presented 
at  a  meeting  in  March  1931  for  consideration.  .  , 

As  I  have  previously  stated,  the  Simon-pure  grovrer  v.-as  not 
interested  in  organization.  The  man  i^vho  was  most  interested  was  the 
grower-dealer.  Competition  had  put  his  back  to'  t^^e  i\rall  and  he  felt 
that  he  must  either  organize  or  go  to  the  ■'.-.'all.- 

During  the  vears  of  the  transformation  of  the  industrv,  the 
potato  acreage  in  Maine  had  increased  trenendously.   Foreign  competition 
had  taken  away  a  great  many  of  our  natural  markets.    o  were  aware  of  the 
fact  that  we  must  win  back  and  maintain  those  markets  or  go  into  new 
fields  v.-ith  our  product.   It  was  decided  that',  this  could  not  bo  done  , 
individually. 

In  view  of  the  fact  thit  the  dcaler-groATor  was  the  man  v;ho  was 
carrying  the  burden  of  the  marketing  load,  he  v.-as  the  man  i-;hom  the  com- 
mittco considered  the  logical  nucleus  upon  v/hich  to  build  an  organiza- 
tion.  Trie  plan  is  based  upon  the  establishment  of  a  central  sales  organ- 
ization carried  on  by  a  number  of  local  organizations  in  designated  toivns 
in  the  county.   These  local  organizations  to  process  the  stock  and  make 
all  sales  t?iru  a  central  sales  organization,  the  burden  of  all  the  deal  , 
to  be  carried  bv  the  locals,  sales  to  be  made  on  a  daily  pool  basis. 
Centralized  selling  taking  the  distribution  of  the  crop  out  of  the  hands 
of  individuals  and  moving  the  crop  tcmarkct  thru  a  narro-.^er ,  cho.nncl 
thorcb^'  maintaining  control  of  the  handling  and  distribution  of  the  crop 
in  a  more  stabilized  manner.  ;  ••   .    ....  . 

There  arc  many  millions  of  dollars  invested  in  the  potato  farms 
of  Maine  today,  and  the  only  way  that  these  investments  can  be  protected 
is  the  intelligent  organization  of  the  farm  forces  for  the  purpose,  of 
combating  the  huge-trade  combines  that  at  present  absolutely  control  the 
destinies  of  the  industry. 
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FACTORS  AFFECTING  PRICE  OF  MAINE  POTATOES 
L.  H.  Bean 
Senior  Agricultural  Economist 
United  States  Department  of  Agriculture 


It  is  Vfith  some  reluctance  that  I  talk  on.  this  subject  again, 
for  those  of  you  who  heard  the  outlook  for  the  1931  Maine  potato  crop 
presented  here  last  February  may  think  we  are  here  to  say  "I  told  you 
so". 

It  was  then  pointed  out  that  because  of  certain  basic  factors 
of  supply  and  demand  apparent  at  the  end  of  1930,  the  1931  outlook  for 
Maine  potatoes  was  not  bright.   Since  then  the  effect  of  those  factors 
has.  been  reflected  in  a  great  decline  in  potato  prices  with  the  result 
that  the  1931  crop  will  begin  to  move  on  a  much  lower  price  level  than 
last  year.  Vtoat  are  these  basic  supply  and  demand  elements  which  not 
only  control  the  major  changes  in  the  potato  price  level  from  year  to 
year  but  which  can  be  appraised  or  "forecasted"  in  advance? 

The  outstanding  fact— which  must  of  course  be  recognized  in 
any  plan  to  lessen  the  wide  fluctuations  ia  Maine  potato  prices— is  that 
they  are  very  largely  dependent  on  national  supply  and  demand  conditions 
and  only  partly  by  the  production  in  Maine.   On  the  average,  the 
national  factors  are  much  more  important  in  Maine  price  variation  than 
the  local  supplies.   The  national  supply  influences  arise  from  the _ crop 
in  the  35  late  producing  States,  with  some  influence  at  the  beginning 
of  the  Maine  season  from  the  preceding  early  crop  and  toward  the  end  of 
the  season  from  the  following  early  crop.   On  the  demand  side,  the 
national  business  situation  and  the  general  price  situation  are  the 
elements  which  affect  Maine  prices.  A  very  clear  indication  of  what 
Maine  prices  are  going  to  be  can  be  had  once  we  have  appraised 
accurately  (1)  the  national  supply  (2)  the  local  supply  and  (3)  the 
general  business  situation  and  food  prices  in  general. 

Illustrating  one  of  these  points  with  developments  during  the 
1930  season,  we  have  the  fact  that  the  national  supply  was  about  the 
same  as  in  1929,  and  the  local  supply  (in  New  England,  New  York, 
Pennsylvania)  only  slightly  greater.  Yet  prices  at  Presque  Isle,  Maine, 
averaged  |2.09  per  100  pounds  during  the  1929  season  and  only  $1.25 
during  the  1930  season.   The  decline  in  business  and  in  the  general 
level  of  food  prices  are  responsible  for  this  reduction  of  over  80  cents 
per  100  pounds.   In  other  words,  the  change  in  the  domestic  demand 
situation  from  one  of  prosperity  to  one  of  deep  depression  cost  the    _ 
Maine  potato  growers  about  80  cents  per  100  pounds  at  Presque  Isle,  Maine, 


313 


The  effect  of  the  supply  elements  can  be  clearly  indicated  by 
reference  to  the  lower  level  of  prices  that  has  developed  for  the  1931 
crop,  the  possibilities  of  which  we  pointed  out  last  February,  We  then 
said  that  the  relatively  high  prices  received  for  the  1929  and  1930 
crops  because  they  were  beloiiv  average  would  stimulate  increased  plant- 
ings in  the  South  and  also  in  the  late  producing  States,   Even  Maine,  we 
suggested,  would  probably  do  likewise.   This  forecast  was  based  on  the 
usual  response  of  growers  to  prices  received  for  the  preceding  crops. 
We  also  pointed  out  that  the  1931  crop  might  be  expected  to  be  larger 
than  the  1930  crop  because  we  had  just  had  tv;o  years  of  subnormal  yields 
in  most  sections,  and  that  better  yields,  though  not  a  certainty,  were 
reasonably  to  be  expected.   Both  of  these  facts  have  come  about.   In 
addition  the  business  situation  has  not  improved  materially,  nor  gives 
evidence  of  any  marked  spurt  during  the  remainder  of  this  year.  And 
food  prices  in  general  have  continued  to  still  lovrer  levels.   These 
basic  supply  and  demand  conditions  have  greatly  reduced  the  returns  on 
the  early  portion  of  the  1931  crop  and  promise  to  prevail  during  the 
marketing  of  the  northern  potato  crop.   Over  short  periods,  then,  these 
are  the  main  elements  which  determine  the  changes  in  the  yearly  level  of 
prices  in  New  England,   Over  longer  periods,  several  other  factors  need 
to  be  taken  into  account. 

One  of  them,  you  have  been  discussing  for  the  past  two  days; 
namely,  the  problems  of  grading,  labelling,  minimum  sizes,  etc,,  which 
need  no  comment  other  than  the  suggestion  that  v/hile  they  are  being 
considered,  sight  should  not  be  lost  of  the  other  problems  arising  from 
the  major  national ' conditions  of  supply  and  demand. 

Another  has  to  do'with  the  general  trend  in' commodity  prices, 
which,  should  it  continue  dovmward  during  the  next  decade,  will  carry- 
potato  prices  dovai  with  it.   It  is  one  of  the  basic  elements  the  grower 
iraist  face  in  making  his  long  time  commitments,  since  it  is  the  chief 
factor  which  makes  a  farm  m.ortgage  a  heavier  burden  as  the  years  go  by. 

Another  factor  that  Maine  must  face  is  the  lon'g  time  competi- 
tion from  other  sections.  During  the  past  decade,  Ifeiine  was  able  to 
expand  its  production  about  25  million  bushels  vfithout  suffering  serious 
consequences,  largely  because  competing  States  in  the  East  reduced  their 
output  by  about  25,  million  bushels ,   The  maintenance  of  record  produc- 
tion in  Maine,  should  trends  in  production  in  such  States  as  Nev;  York, 
Pennsylvania  and  Virginia  t&ke  a  different  course,  would  bring  about 
more  serious  price  situations  than  those  of  1924  and  1928,  Then  too 
there  are  other  sections  farther  west  and  farther  south  where  the  desire 
to  expand  is  as  evident  as  in  Maine.   The  outstanding  case  in  the  v.'est 
is  Idaho,  where  acreage  in  potatoes  has  about  doubled  since  1924.  And 
in  the  south.  North  Carolina  is  doing  to  its  Potato  acreage  v/hat  Idaho 
and  Maine  are  doing  to  theirs.   It  is  trends  of  this  sort  with  which 
in  the  long  run  the  interests  of  Maine  must  be  harmonized. 
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FUTURE  TRADING  IN  POTATOES 
Lloyd  S.  Tenny 
Business  Manager,  Chicago  Mercantile  Exchange 


In  discussing  future  trading  in  potatoes,  I  have  no  desire  to 
engage  in  any  great  dissertation  on  the  general  subject  of  future 
trading,   I  appreciate  fully  that  this  subject  is  uppermost  in  the 
minds  of  a  large  number  of  people,  especially  those  who  are  politically 
minded  and  that  there  are  arguments  advanced  both  in  favor  of  and  in 
opposition  to  future  trading.   Future  trading  in  commodities  has  been  a 
long  established  practice  in  this  country.   It  is  an  integral  part  of 
the  marketing  system  of  many  commodities  and  it  is  safe  to  say  that  if 
future  trading  were  to  be  eliminated  from  these  commodities,  the  entire 
marketing  system  would  be  vitally  affected  and  would  need  almost  a 
complete  revamping  to  establish  it  on  any  other  basis  than  that  which 
exists  at  the  present  time. 

In  the  discussion  today,  I  believe  most  of  you  are  interested 
in  this  subject  of  future  trading  in  the  aspects  of  the  subject  that 
will  throw  light  on  the  use  of  future  trading  as  an  aid  to  the  producer, 
■'the  distributor  and  the  large  purchaser  of  potatoes. 

Before,  therefore,,  attempting  to  outline  the  specific  rules 
"and  regulations  which  govern  the  new  contracts  which  have  been  opened 
by  the  Chicago  Mercantile  Exchange  for. future  trading  in  potatoes,  I  do 
■  wish  to  discuss  briefly  several  points  that  are  fundamental.-   In  the 
first  place,  there  is  al^vays  the  open  question  of  .what  determines  the 
price  that ■the_ farmer  will  receive  for  a  certain  commodity  at' any 
specific  timSi  ,  It,  is,  perhaps,  sufficient  to  say  that,  in  the  long  run, 
the  consumer  determines  this  price,         ''■■'• 

■  .  ,    If  the  consumer  desires  the  commodity  badly  enough  and  will 
pay  a  high  price  under  'any  conditions- that,  exist  at  any  particular  time, 
in  the  long  run,  to  a  greater  or  less  degree  this  higher  price  will  be 
reflected  back  to  the  farmer.   If,  ho^vever,  .the  consumer  is  rather 
neutral  in  his  attitude  toward  any  particular  commodity  and  is  willing 
to  substitute  for  it  some  other  commodity,  then  it  is  .exceedingly 
difficult  to  maintain  a  price  level  higher  than  exists  for  these  com- 
petitive articles. 
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The  relationship  between  consixmer  prices  and  the  price  the 
farmer  receives  varies  considerably  with  different  commodities,  depend- 
ing upon  their  perishability.   In  the  case  of  &   coimtiodity  like  peaches 
or  cantaloupes,  the  carlot-,  when  it  passes  from  the  shipping  station  of 
the  farmer,  must  seek  a  market  very  promptly.   The  purchasers  from  the 
farmer  of  this  very  perishable  commodity  are,  "of  course,  guided  almost 
entirely  by  the  going  price  of  the  cominodity  in  the  terminal  markets 
where  the  influence  of  the  consumers  desires  is  reflected.  In' the  case 
of  a  crop  of  strawberries,  with  the  terminal  markets  overcrowded  in  any 
particular  week,  the  producer  harvesting  perhaps  the  major  portion  of 
his  crop -during"  that ''period' must,'  of  necessity,  be  cohtrolled  as  to  the 
price  received  by  these-  terminal  market  conditions  existing 
simultaneously.  '  ■;.■. 

This  situation  with  commodities  that  are  extremely  perishable 
is  vastly  different  from  a  commodity  like  wheat  which  is  relatively  non 
perishable,  which  may  or  may  not  be  produced  largely  at  one  season  of 
the  year  but  where  the  consumption  is  spread  out  over  the  entire  year 
and  may  even  go  over  into  the  distribution  period  of  another  crop 
season, 

Yfith  any  commodity  that  has  a  distinctly  surplus  production 
season  and  a  relatively  long  consumption  period,  the  farmer  ivould  be 
absolutely  lost  if  it  were,  necessary  for  him  to  convert  his  surplus 
product  into  money  at  a  price  that  would  reflect  the  market  provided 
all  this  surplus  was  to  be  thrown  on  the  market  and  bought  on  the  basis 
of  what  the  consumer  could  use  at  any  particular  time.  The  salvation 
in  the  solution  comes  by  the  speculator  entering  the  field  and  buying  ■ 
the  farmer's  surplus  at  a  price  which  is  not  at  that  moment'  determined" 
at  all  by  the  consumer,  but  is  determined  by  the  buyer,  from  the  bos't  '' 
information  available,  as  to  what  the  product  is  likely  to  sell  for  at 
the  time' the  consumer  takes  it  over. 

Eggs  are"  a  very  g'ood  illustration  of  such  d  commodity,  a'   - 
relatively  short  time  ago  in  terms  of  years,  prior  to  the  development  of 
the  large. cold  storage  industry,  eggs  vrero  absolutely  a-  drug  on  the 
market  during, the  spring  months .   I  expect  that  there' are  many  in 'the'" 
audience  who  can  remember  when  eggs  sold  regularly,  during  April,  May 
and  Juno,  in  the  country  for  around  five  cents  per  dozen.  '  The  only  use 
these  could  be  put  to  was  for  them  to  go,  more  or  less  immediately,  into 
consumption  and  the  quantity  vras  so  great  that  the  price  had  to  be 
exceedingly  low  in  order  to  interest  a  sufficient  number  of  Consumers 
to  utilize  the  large  surplus  that  was  coming  on  during  those  spring 
months . 

■y/ith  the  development  of  methods  of  keeping  these  eggs  until 
there  was  a  dearth  of  eggs  from  the  country  the  situation  changed 
completely.   The  speculator  came  into  the  picture  and  was  willing  to  pay 
more  than  the  consumer  would  pay  in  April  and  May  on  the  assumption 
that  he  could  put  these  eggs  ai-vay  into  storage  and  take  them  out  at 
some  later  time  vfhon  the  consumer  was  not  supplied  with  such  a  large 
quantity  and  was,  therefore,  in  a  state  of  mind  to  pay  more  than  the 
speculator  had  paid  the  farmer. 


At  its  best,  ho\»:ever,  the  risk  of  carrying  the  surplus  agri- 
cultural products  from  the  tiiiie.' of  production  until  consumption  takes 
place"  is  hazardous  and  the  endeavor  is  fought  with  great  financial  risks. 
It  is  at  this  point  that  future  trading  enters  the  picture  as  an  important 
factor  in  the  marketing  structure.  Ylith  an  open  future  market  for  eggs 
out  of  storage  in  November  or  December,  following  the  period  of  heavy 
production  in  the  spring,  this  •speculator  who  is  dealing  with  the  pro- 
ducer and  paying  the  producer  a  certain  sum  for  his  product- is  able  on 
the  day  that  he  is-  putting  away  a  car  of  eggs  to  sell  a  car  on  the 
future  market  for  delivery  the  following  winter.   In  this  way  he  is 
safeguarded  against  a  loss  and  being  safeguarded  is,  therefore,  able  to' 
pay  the  producer  a  larger  sum?  of  money  than  he  could  otherwise  do  without 
such  guarantee. 

This  kind  of  a  transaction  is  called  a  "hedge"  and  represents 
the  backbone  and  essential  part  of  future  trading.  Without  discussing 
further  the  theory  of  future  trading  I  now  want  to  turn  to  future  trading 
in  potatoes.  . 

In  our  northern  potato  crop,  the  production  running  into 
thousands  of  car  loads,  these  are  harvested  in  September  and  October.   If 
the  farmer  is  to  be  paid  at  that  period  of  the  year  somebody  must  carry 
the  risk  of  storing  these  potatoes  and  carrying  them  over  until  the 
winter  and  spring  months.   If  the  farmer  chooses  to  carry  the  product 
over  himself,  he,  then,  becomes  a  speculator  in  his  product.  From  past 
experience  he  has  no  assurance  Avhatover  in  October  when  he  puts  the 
potatoes  into  storage  as  to  \vhat  they  vjill  be  vrorth  the  folloviring 
January  and  February  when  he,  desires  to  sell.  He  is  able,  naturally,  by 
studying  production  and  consumption  figures,  not  only  for  the  current 
year  but  for  many  past  years,  and  with  those  facts  in  hand  together  with 
the  general  industrial  conditions  existing  throughout  the  country,  to 
make  a  fair  determination  as  to  what"  the  price  may  well  be  at  the  time 
of  marketing  the  product,  but  he  is  nevertheless,:  even  with  all  of  these 
factors  taken  into  consideration,  engaged  in  a  very  hazardous  endeavor. 

It  is  equally  true  also  that  the  farmer  at  his  best  is  a 
great  speculat'or.  ■  He  prepares  his  lands  in  the  spring,  he  buys  seed  and 
fertilizer,  he  puts  his  oivn  and  others  labor  on  to  his  fields  of 
potatoes  trusting  that  either  in  the  fall  or  some  time  later  the  crop 
that  he  is  in  the  process  of  producing  will  bring  sufficient  money  to 
warrant  the  expenditure  of  time  and.  money  put  on  the  crop. 

Future  trading  as  developed  by  the  Chicago  Mercantile- 
Exchange  gives  an  open  ready  market  at  all  time  for  either  the  farm.or  or 
the  man  who  buys  his  product  from  the  farmer  to  insure,  to  a  reasonably 
degree  at  least,  returns  on  his  investment. 
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.■  i/Vhen  it  comos  to  buying  and  selling  on  a  future  Exchange,  thbre 
is  little  difference  indeed  between  this  and  the  buying  and, selling  v;ith 
whiqh  you  are-  very  familiar.  Nobody  has  to  buy  who^  doesn't  want  ,to. 
Nobody  has  to  sell  who- doesn't  choose  to  sell.  You  come  to  a  period 
where,  as  a  seller,  you  believe  it  is  wise  to  sell  ten,  tvrenty  of  fifty 
cars  of  potatoes.  Having  made  arrangements  with  your  broker  who  must  be 
a  qualified  trader  on  the  floor  of  the  Chicago  Mercantile  Exchange  your 
proposal  to  sell  a  certain  number  of  cars  at  a  specified  price  for  a 
certain  contract  expiring  in  some  future  month,  is  placed' upon  the 
offering  board. 

Any  other  broker  representing  any  other  customer  desiring  to 
buy  has  the  privilege  at  any  time  as  long  as  this  offering  remains  on 
the  Board  to  accept  it,  which  completes  the  transaction  and  is  marked  up 
on^the  sales  board  of  the  Exchange  for  the  number  of  cars  taken  and  the 
price.   If  ten  cars  are  offered  and  the  buyer  wants  but  one,  he  has  the 
privilege  of  buying  but  one  of  the  ten. 

Both  buyer  and  seller  put  up  with  their  broker  specified 
margins  and  the  major  portion  of  this  margin  is  placed  with  the  Exchange 
and  remains  there  until  the  transaction  is  closed  out.  As  the  price 
moves ^ in  one  direction  or  another,  the  buyer  or  seller  who  is  in  the 
position  of  having  the  movement  against  his  interests  puts  up  additional 
margin  providing  the  broker  has  exhausted  the  major  part  of  the  surplus 
that  he  retained  in  his  hands  of  the  original  margin. 

THato  courses  are  now  open  betiveen  this  time  of  purchase  or 
sale  and  the  fulfillment  of  the  contract  and  either  buyer  or  seller  may 
choose  either  course  that  suits  his  interest  best.  A  seller  at  any  time 
may  buy  back  his  contract  and  offset  the  purchase  against  the  original- 
sale,  thus  closing  the  deal  from  the  standpoint  of  the  Exchange.   The 
original,  buyer  may  at  any  subsequent  time  make,  a  sale  and  offset  this 
sale  against,  a  former  purchase,  he  in  tui^' thus  eliminating,  his  transac- 
tion. .  When  these,  subsequent  transactions  are  made  a  new  buyer,' of'  .. 
course,  comes  into  the  picture  and,  likewise,  a  new.  seller.  If,  •-   ■■ 
therefore,,  you  have  sold  ten  cars  for  delivery  in  October,  the  buyer  you 
originally  sold  these  cars-  to  in  the  transaction  may  sell  out  his 
interest,  offsetting  the  sale  against  the  purchase,  .but-ln  turn  some 
buyer,  other  than  himself,  took  his  place,  therefore,  your  original  -sale 
of  ten  cars  remains  open. 

If  you  do  not  care  to  offset  your  transaction  then  you  may 
stay  m  the  contract  until  the  contract  month  comes  about.  As  a  seller 
you  have  the  right  then,  under  the  rules  of  the  Exchange,  of  making 
delivery  of  the  cars  that  you  have  sold  at  any  time  and  your  broker 
will  be  paid  by  certified  check  within  twenty-four  hours  after  delivery 
has  been  made.   It  is  the  practice  on  all  future  trading  organizations, 
insofar  as  I  am  familiar  with  their  rules,  to  give  the  seller  the  option 
on  the  delivery  date,  that  is  on  a  contract  for  Maine  Green  Mountain 
potatoes  for  October  delivery,  the  seller  may  deliver  on  the  first  day 
of  the  month  or  he  may  deliver  on  any  day  up  until  the  next  to  the  last 
trading  day  of  that  month. 
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•  <    '  ■      The   buyer,  on 'the  btke:^  hand,  must  he  in  a  position  to  take 
dkiveiy  and  pay  for  same  by  certified  check  in  full  on  any  day  the  ,.  .,. 
tender  is  made  to  him  through  the  Exchange  Clearing  House. 

^  "The  Chicago  Mercantile  Exchange  has  just  this  week  inaugurated 
trading  in  Maine  Green  Mountain,  type  potatoes  for  delivery,  in  $oston. 
The  month  open  for  trading  at  the  present  time  is  October  of  this  year; 
the  margin  required  from  both  buyer  and  seller  is  $120.00  per  car;  at 
delivery  time  the  car  mast  be  on  hold  track  of  the  Boston  &  Maine  R.  R. 
in  Boston.   If,  by  any  chance,  this  car  may  be  moved  to  private  sidmg 
in  Boston  prior  to  the  delivery  period,  the  seller  must  Pl^-^e  the  car 
then  upon  hold  track  and  assume  any .additional  costs  that  would  be 
incurred  by  the  receiver  of  the  car  over  and  above  that  which  the^ 
■receiver  would  have  to. pay  if  the. car  had  moved  direct  from  shipping 
point  in  Maine  to  the  hold  tracks  in  Boston. 

The  great  advantage  of  a  future  market  is  its  liquid  open 
character.   Trading  goes  fonvard  every  day.  You  are  trading  under  very 
definite  rules  which  are  policed  by  an  organization  with  market 
experience  and  ample  financial  responsibility.  Buyers  and  sellers  are 
equally  protected' and  in  all  questions  of  controversy  the  Exchange 
management  takes  an  absolute  neutral  position,  seeing  only  that  the 
-rules  under  which  the  trade  has  taken  place  have  been  enforced. 

There  are  located  in  New  York,  Boston  and  points  in  Maine 
numerous  Associate  Brokers  representing  clearing  house  members  of  the 
Mercantile  Exchange  and  any  such  qualified  trader  is  authorized  to  take 
trades  either  for  purchase  or  sale  of  cars  of  potatoes  for  their 
principal.  A  ticker  service,  carrying  all  the  potato  information  show- 
ing all  the  sales  as  well  as  the  bids  and  offers  that  are  standing  at 
any  particular  moment  is  maintained  by  the  Exchange  and  such  tickers  are 
installed'in  a  number  of  points  as  far  east  as  Boston.   It^is  hoped 
-that  as  the  future  trading  develops  on  Maine  potatoes  it  will  be  ' 
possible  for  the  Exchange  to  carrjz  the  ticker  service  farther  into  the 
producing  territory,  having  it  available  with  all  the  informs.tion 
carried  thereon  at  numerous  points  throughout  the  potato  industry. 

I  simply  want  tb  say,  in  conclusion,  that  wo  believe  in  the 
policy  of  future  trading.  V{e  believe  in  honest,  open  and  fair  dealing. 
We  believe  that  it  is  advantageous  to  the  industry  to  have  an  open 
market,  properly  regulated.  lAFe  .encourage  inquiries  regarding  the 
responsibility  of  our  organization  and  its  methods. of  doing  business. 
We  stand  always  ready  to  give  to  any  one  really  interested  in  this  new 
market  all  the  -information  needed  so  that  they  can  conduct  their 
business  in  an  open  intelligent  manner,. 


319 


POTATO   TOUR  OF  AROOSTOOK  COTIMTY 

M.   D.   Jones 

Professor  of  Agricultural  Economics  and  Farm  Mojiagcmcnt 

University  of  Maine 


Follov/ing  the  close  of  the  Institute  a  potato  tour  was  taken 
through  Aroostook  County  by  a  number  of  the  members  of  the  Institute. 
The  group  started  from  Orono  at  1:30  Thursday,  June  25  and  drove  to 
Houlton  that  afternoon.   Changes  in  soil  and  topography  wore  noted  enrouto 
and  its  influence  upon  the  nature  of  the  agriculture.  The  follov.'ing  day 
the  group  motored  to  Fort  Fairfield,  Limestone,  Caribou,  Washburn, 
Prcsquc  Isle,  and  returned  to  Houlton,  The  farms  visited  were  as 
follows; 

Reed  Brothers,  Fort  Fairfield — 500  acres  of  potatoes 
•  Arthur  Ginn,  Caribou- -50  acres  of  potatoes 

Frank  W.  Hussoy,  Presquo  Isle- -450  acres  of  potatoes 
,  Edviiln  Parkhurst,  Prosque  Isle--100  acres  of  potatoes  and 
registered  Aberdcen-i\ngus  cattle 
Walter  Christy,  Presquo  Isle--600  acres  of  potatoes 

At  each  farm  the  ovmor  took  the  party  for  a  short  trip  over  the 
farm  explaining  the  nature  of  tho  rotation  follovred,  the  organization  of 
his  farm,  production  methods  used,  and  way  in  which  the  crop  was  stored 
and  marketed. 

The  members  of  the  party  were: 

Lloyd  S.Tcnny,  Chicago  Mercantile  Exchange,  Chicago,  Illinois 
I.-  G.  Davis,  Professor  of  Agricultural- Economics,  Connecticut 

Agricultural  College,  Storrs,  Connecticut 
L.  H.  Bean,  Economist,  Bureau  of  Agricultural  Economics, 

Y/ashington,  D.  C.  _   . 

C.  E.  Hough,  Manager  Connecticut  Milk  Prodttccr's  Association, 

Hartford,  Connecticut' 
Mrs.  C.  E.  Hough,  Hertford,  Connecticut 
Maurice  C.  Bond,  U.  S.  Department  of  Agriculture, .Washington, 

D.  C. 
Mrs.  Maurice  C.  Bond,  Washington,  D.  C. 
F.  A.  Harper,  Cornell  University,  Ithaca,  New  York 
llrs.   F.  A.  Harper,  Ithaca,  Now  York 
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PROGRAJI  OF  THE  FIFTH  AJJITOAL  NEV^r  EtTGLAlTO  INSTITUTE  OF  COOPERA.TION 

University  of  Maine,  Orono,  Maine 
June  23-25,  1931 


Tuesday,  June  23 
Morning  Session 


Address  of  Welcome 

Leon  S.  Merrill — Dean  of  the  College  of  Agriculture,  University  of 
Maine,  Orono,  Maine 

A  Production  Program  for  the  New  England  Dairy  Industry 

T'.  H.  Bronson — Statistician,  New  England  Milk  Producers'  Associa- 
tion, Boston,  Massachusetts. 

Discussion 

I.  G.  Davis — Head,  Department  of  Agricultural  Economics, 

Comiecticut  Agricultural  College,  Storrs,  Connecticut 
D.  W.  Reed — Extension  Economist,  University  of.  Maine,  Orono,  Maine 

Tendencies  Towards  the  Concentration  of  Control  in. the  Dairy  Industry 
Throughout  the  United  States  and  Necessity  for  a  Single  Price  Making 
Agency  in  Each  Milk  Shed  ...      . 

C.  E.  Hough — General  Manager, , Connecticut  Milk  Producers*  Associa- 
tion, Hartford,  Connecticut 


Tuesday,  June  23    . 
Afternoon  Session 

What  the  New  York  Dairymen's  League  is  Doing  to  Solve  the  Problems  of 
the  New  York  Milk  Shed 

Fred  H.  Sexauer — President,  New  York  Dairymen's, League,  Inc.,  New 
York,  Neav  York 

A  Price  Rating  System  for  All  New  England  Dairy  Products 

"''"•'■.  P.  Davis— General  Manager,  New  England  Milk  Producers'  Associa- 
tion, Boston,  Massachusetts  "   '.  " 

An  Organization  to  Meet  New  England  Milk  Marketirig  Problems 

H.  P.  Young — Agricultural  Economist,.  University'' of  Vermont, 
Burlington,  Vermont 

General  Discussion  '      '  ,  ' 


Tuesday,  June  23 
Evening  Session 

The  Farm  Board  and  Dairy  Marketing 

Wm.  F.  Schilling — Member  Federal  Farm  Board,  Washington,  D.  C. 

Short  Business  Session 
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Wednesday,  June  24 
Morning  Session 

Reducing  Feed  Distribution  Costs 

Quentin  Reynolds — General  Manager,  Eastern  States  Farmers' 

Exchange,  Springfield,  Massachusetts 

Relationship  of  Different  Agencies  in  the  Farm  Marketing  Program 

Frederick  V.  Waugh— Executive  Secretary,  New  England  Research 

Council,  Boston,  Massachusetts 

Discussion 

Daniel  J.  Curran — Legal  Advisor,  Massachusetts  Department  of  Agri- 
culture, Boston,  Massachusetts 
Roger  B.  Corbett— Agricultural  Economist,  Rhode  Island  Agricultural 

College,  Providence,  Rhode  Island 
Harold  B.  Rowe— Extension  Economist,  Massachusetts  Agricultural 

College,  /jnherst,  Massachusetts 
F.  R.  Hazard— President,  New  England  Poultry  Council,  Saunderstown, 

Rhode  Island 
I.  G.  Davis— Head,  Department  of  Agricultural  Economics, 

Connecticut  Agricultural  College,  Storrs,  Connecticut 

Vfednesday,  June  24 
Afternoon  Session 

What  Consumers  in  Northeastern  United  States  VYant  for  Potatoes 

F.  G.  Robb— Principal  Marketing  Specialist,  Federal  Bureau  of 
Agricultural  Economics,  Washington,  D.  C. 

Distribution  of  Maine  Potatoes  ■  •  ■■  "      ,  ,. 

Carroll  D.  T/ilder— Potato  Grower  and  Shipper, 'Washburn,  Maine 

Discussion 

Frank  W.  Hussey— Potato  Grower  and  Shipper,  Presque  Isle,  Maine 

The  Perishable  Agricultural  fferketing  Act  in  Operation 

F.  G.  Robb— Principal  liferketing  Specialist,  Federal  Bureau  of  Agri- 
cultural Economics,  Washington,  D.  C. 

General  Discussion  by  potato  Shippers  and  Receivers 

Wednesday,  June  24 
Evening  Session 

V'fhither  is  American  Agriculture  Drifting 

Lloyd  S.  Tenny— Business  Manager,  Chicago  Mercantile  Exchange, 
Chicago,  Illinois 
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Thursday,  June  25 
Morning  Session 

Inspection,  Grading  and  Branding  of  Maine  Potatoes 

?fallace  E.  Woodman—Potato  Grower  and  Shipper,  Presque  Isle,  Maine 

A  Cooperative' Set-up  for  Marketing  Maine  Potatoes 

W.  Ray  Thompson — President,  Maine  Federation  of  Agricultural  Asso- 
ciations,' Cp.ribou,  Maine 

Factors  Affecting' Price  of  New  England  Potatoes 

L.  H.  Bean--Senior  Agricultural  Economist,  Federal  Bureau  of 
Agricultural  Economics,  Washington,  D.  C. 

Future  Trading  in  Potatoes 

Lloyd  S.  Tenny — Business  Manager,  Chicago  Mercantile  Exchange, 
Chicago,  Illinois 

General  Discussion 


,  .  /  Thursday,  June  25 
■'  •  Afternoon  Session 

Tour  through  Aroostook  County  leaving  Orono  Thursday  noon  and  returning 
Saturday  evening  in  charge  of  M.  D.  Jones — Professor  of  Agricultural 

Economics  and  Farm  Management, 
University  of  ^''laine,  Orono, 
Maine 


SIXTH 
NEW  ENGLAHD  INSTITUTE  OF  COOPERATICN 


Held  at 

University  of  New  Hampshire 
Darhami  New  Hampshire 
in  connection  with  the 
itoerican  Institute  of  Cooperation 
August  1-6,  1932 
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Th?  Sixth  New  England  Institute  of  Cooperation 
was  held  as  a  part  of  the  1932  American  Institute  of 
Cooperation  at  Darliam,  Hew  Hampshire,  August  1-6,  1932, 
and  the  proceedings  are  published  hy  the  American  Institute 
of  Cooperation. 
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